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MUTUAL SECURITY ACT OF 1957 


MONDAY, JUNE 17, 1957 


House or REPRESENTATIVES, 
ComMITTEE ON Foreign AFFairs, 
Washington, D. C. 

The committee met, in executive session, pursuant to call, at 10:45 
a. m., in room G—3, United States Capitol, Hon. Thomas 8S. Gordon 
(chairman) presiding. 

Chairman Gorpon. The committee will come to order. We will 
continue our hearings on the mutual security program. 

As our first witness this morning we have the Honorable Mansfield 
D. Sprague, Assistant Secretary of Defense for International Security 
Affairs. 

Mr. Secretary, you may proceed with the presentation as you de- 
sire. 


STATEMENT OF HON. MANSFIELD D. SPRAGUE, ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Spracur. Mr. Chairman, I believe a prepared copy of my 
presentation has been given to the committee for an advance look-see. 

If it is agreeable to you, sir, that may be inserted in the record. 

Chairman Gorpon. W ithout objection, that will be done. 

(The statement referred to is as follows :) 

Mr. Chairman and members of the committee, I am happy to 
be able to appear before this committee in support of the mutual 
security programs which the President is proposing for fiscal year 
1958. The worldwide collective security effort to which these pro- 
grams contribute is essential for the continued maintenance of free 
world peace and security. Moreover, the necessity for carrying for- 

ward that effort and our support of it for some time to come should be 
clearly recognized. These conclusions have been amply substanti- 
ated by the many reports resulting from the detailed examination 
to which o mutual security programs have been subjected during 
the past year. The President’s proposals for the coming fiscal year 
reflect the cabot attention which has been given all of these studies 
by the executive branch. 

The mutual security programs make important contributions to 
our security and that of the free world. Through military assistance, 
which is primarily the responsibility of the Department of Defense, 
we provide the weapons and equipment our allies must have to build 
the defensive forces which the conditions of today’s troubled world 
require. Through defense support we provide additional assistance 
which many of these nations must have if they are to maintain ade- 
quate forces without serious damage to their economies. The non- 
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military programs of economic assistance are designed to strike at 
the basic causes of poverty and unrest, and, ultimately, of war itself. 
Thus all these jointly developed programs complement one another, 
and each makes the others more effective and likely to succeed. All 
have proved to be, and will continue to be, vital instruments of our 
mutual security effort. 

The defense assistance program of military assistance and defense 
support has figured importantly in the planning and execution of our 
own defense effort. In recognition of this iden itity with our own 
effort, the President has requested that funds for military assistance 
and defense support be included in a separate title of the Department 
of Defense appropriation legislation. He has also asked that defense 
assistance be authorized on a continuing basis. This will give recog- 
nition to the continuing need for this program and assurance of our 
resolve to support the collective defense system so long as the security 
of the free world requires. 

Merely putting military assistance in the Defense budget will not 
permit Congress to consider that program together with the rest of 
the defense budget nor will it help us put the program more in step 
with the regular planning and procurement activities of the Depart- 
ment of Defense. This can be accomplished only if the authorization 
for military assistance is put on a continuing basis. As you know, the 
Department of Defense appropriation legislation is considered by the 
appropriations committees very early in the session and is enacted 
into law well ahead of the mutual security authorizing bill. Unless 
there is a continuing authorization for the appropriation of military 
assistance funds as there is for other defense programs, it will not 
be possible for the Congress to consider, evaluate, and appropriate 
moneys for all these programs at the same time. Anything short of 
such a continuing authorization would constitute a limitation on the 
extent to which military assistance operations could be efficiently 
phi ased in with our overall defense effort. 

Today I should like to review with you briefly some of the factors 
which must enter into any consideration of our legislative proposals 
for the military assistance program. I shall outline what the program 
has accomplished in countering the menace faced by the free world 
and how we have used military assistance funds in past years. I shall 
summarize the program we are proposing for fiscal year 1958 and the 
most significant policy considerations which entered into its devel- 
opment. 


The continuing threat of world communism 


Short of an adequate and effectively guaranteed disarmament plan, 
the free world will continue to face a serious threat from the Commu- 
nist bloc. After World War II, we and our free allies rapidly ad- 
justed both our economies and our military establishments to peace- 
time levels. The Soviet Union, however, continued to maintain a 
great and powerful military machine. This force they still maintain, 
and they are modernizing it at a tremendous pace. 

The Soviet Union itself has the largest land army in the world, and 
it is constantly being improved in qu: ality and capability. Her Navy, 
the second largest in the world, includes the largest peacetime sub- 
marine force in history. Russia’s air fleet is rapidly growing in size 
and effectiveness, and she also has an ever-increasing nuclear capabil- 
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ity. Her European satellites maintain forces which, although less 
effective than her own, are nevertheless sizable. Communist China, 
with Soviet help, has developed a powerful and well-equipped mili- 
tary machine. 

Our experience with international communism has made it clear 
that they are prepared to translate this military power into overt 
aggression at any time they believe it serves their purposes to do so. 
During the past 10 years, in addition to the threats to Berlin and 
Taiwan and the Soviet military action in Hungary, the free world has 
been subjected to military actions instituted by the Communists in 
Greece, Korea, the Philippines, Indochina, and Malaya. We cannot 
afford to ignore the continuing threat which can produce such break- 
outs at any time the Communist leaders choose. The Communists 
have during these years insidiously threatened the independence of a 
number of free nations. ‘They have done this through their attempts 
at subversion and economic penetration, which have met with varying 
degrees of success. Here again, the targets for their unscrupulous 
activities have been widespread, and have included Malaya, Burma, 
Indonesia, Syria, Egypt, Jordan, and several countries in Latin Amer- 
ica. Many nations of the free world are exceedingly vulnerable to 
this sort of subtle, yet deadly thrust. 

The role of military assistance in meeting the threat 

The military assistance program is a highly important part of 
America’s answer to the threat of Communist imperialism. ‘The pro- 
gram’s peculiar contribution to that response is in its worldwide im- 
pact. There are 38 nations receiving grant military assistance from 
the United States, and 24 others who purchase military equipment 
from us. ‘The nations receiving our assistance are those most likely 
to feel the depredations of international communism. Six of them 
which are on the perimeter of the Communist bloc—Greece, Turkey, 
Pakistan, Korea, Taiwan, and Vietnam—receive almost 80 percent 
of the present and proposed defense support, and over a third of the 
military assistance. The global impact of the program makes a num- 
ber of very significant contributions to the joint defense effort of the 
United States and its free-world allies. 


Protecting our overseas bases 


The defense of the United States and of the entire free world is, to 
a substantial extent, dependent upon the effective maintenance and 
operation of our worldwide network of over 250 major land, sea, and 
air bases. Both in their establishment and in their protection, the 
military assistance program has played a very important part. Allies 
with whom we are joined in mutual defense have made sites for a 
number of these strategic outposts available to us. The presence of 
friendly local forces, many of them strengthened by our military 
assistance program, is a considerable deterrent to any threat to the 
security and continued availability of these facilities. 
Protecting our collective security agreements 

The establishment and maintenance of a worldwide system of col- 
lective security in response to the Soviet threat has been one of the 
significant achievements of American diplomacy since World War II. 
Within this framework, 42 nations of the free world have joined with 
usin mutual defense agreements. With 14 of these nations the United 
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States has joined in the North Atlantic Treaty Organization. With 
seven of them we have joined in the Southeast Asia Treaty Organiza- 
tion. We are 1 of the 21 American Republics in the Rio Pact, and, 
with Australia and New Zealand, we are a member of the Anzus Pact. 

The United States has joined the military committee of the Bagh- 
dad Pact, the signatories of which are Turkey, Iraq, Iran, Pakistan, 
and the United Kingdom, and we are providing needed support to its 
Middle Eastern members. In addition, we have bilateral mutual se- 
curity agreements with Free China, Korea, Japan, and the Philip- 
pines. In helping our partners make substantial contributions to 
these joint defense efforts, the military assistance program has been 
a powerful factor in making concerted free world action meaningful 
and effective. 
Safeguarding strategic materials 

In spite of her great and varied store of natural resources, the 
United States must rely on other areas of the world for many com- 
modities important to her economy. A number of these critical ma- 
terials, such as chromite, manganese, bauxite, cobalt, and tungsten, 
not only are necessary in our ¢ sivilian ec onomy but are essential to our 
defense efforts. In contributing to the maintenance of defensive 
strength throughout the free world, the military assistance program 
helps safeguard the sources of these materials and the lanes over which 
they aré supplied to us. 
Building the military strength of our allies 

Through the military assistance program, the United States has 
encouraged and helped many free nations develop and maintain de- 
fensive forces committed to the goal of preserving world peace. 
American aid has helped generate not only increased force effective- 
ness but also a greater determination on the part of these countries 
to resist external aggression and to maintain internal security. Our 
aid and support has enc ouraged our allies to put forth greater efforts 
toward building capable and reliable free-world defense forces. 
Accomplishing these goals at the least cost 

The strength which the military-assistance program has helped our 
allies to develop, and which has taken its place alongside our own 
strength in the defense of the free world, has been achieved by a much 
smaller expenditure of time and money than would have been possible 
if we had tried to do the job alone. A general indication of this is 
provided by a comparison between the cost to pay, house, feed, and 
clothe a United States soldier and the same costs for the soldiers of 
our allies. The cost for an American soldier is $3,511 annually, not 
including the weapons, equipment, transportation, and other costs 
which go into making him an effective fighting man in any part of 
the world. By contrast, the cost to pay, house, feed, and dothe a 
French soldier is $1,440; a Pakistani, $485; a Nationalist Chinese, 
$142: and a Turk, $105. The troops of these various forces may differ 
in the level of training and in ability, but the cost factor is not the 
reason for the differences. The assistance we give to help our allies 
meet some of these expenses is a small price indeed for the increase in 
free-world strength which has resulted. 
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The mutuality of the free-world defense effort 


Important as the United States contribution to the free-world de- 
fense efforts of our allies has been, its cost has been small compared 
to their own defense expenditures. In 1950, for example, when our 
expenditures for assistance to European NATO countries amounted 
to $300 million, these countries themselves made defense expenditures 
of $6.5 billion. In 1953, when our expenditures for aid to these coun- 
tries increased to $3.2 billion, they spent $12.8 billion for defense; 
their share of the $16 billion total was thus 80 percent. And in 1956, 
when our contribution to their efforts amounted to $1.7 billion, our 
NATO partners in Europe expended for defense $13.1 billion, or 
almost 90 percent of the total of our military assistance and their 
defense expenditures combined. 

Equally striking is a comparison of our total aid expenditures 
with the defense expenditures of all our grant-aid allies, considering 
that even relatively small military establishments are a great eco- 
nomic burden for many of them. United States expenditures from 
1950 through 1956 for military assistance to the European NATO 
countries totaled $12.3 billion, and for such aid to other grant-aid 
countries, $5.1 billion, for a cumulative total of $17.4 billion. The 
defense expenditures of the NATO countries of Europe amounted to 
$78 billion during that same per iod, and those for our other grant-aid 
allies were approximately $ -a total of $93 billion expended 
by these allies in the joint defense effort. Thus, the nations receiving 
grant military assistance from us have spent for defense about five 
end one-half dollars for every dollar that we have put into such assist- 
ance. This essential mutuality in the defense of ourselves and our 
free-world partners is the greatest source of strength in this effort to 
insure lasting peace and security. 





The increase in the stre nath ‘of the free world 

It is impossible for us to estimate what military strength the other 
nations of the free world would now have were it not for our military 
assistance program. However, we can get some indication of the 
contribution which the program has made by looking at the progress 
of our allies since the beginning of the mutual effort. In 1950, our 
allies’ active ground forces numbered about 31/ 6 million men, mostly 
ill-trained and poorly equipped. In their naval forces were fewer 
than 1,000 combatant vessels. Their air forces were equipped with 
about 11,500 aircraft, of which fewer than 500 were jets. 

By the end of 1956, there were 4.8 million men in the ground forces 
of our allies—an increase of 37 percent. In their navies were over 
2,300 combatant vessels, an increase of 139 percent. Their air forces 
were wees with over 12,000 conventional aircraft, and the number 
of jet aircraft had increased to nearly 11,000—22 times as many as 
they had in 1950. 

Moreover, the men in these forces are much better trained and or- 
ganized than the troops of 1950 were, and their morale is at a much 
higher level. They have better equipment and support facilities. 
Their air forces have many more and better airfields and improved 
communications and early warning systems. It would have been 
impossible for our allies to make ‘these vast improvements in the 
size and effectiveness of their forces had it not been for the military 
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assistance which the United States has provided. The importance to 
us of the buildup of these allied forces committed to the defense of the 
free world is particularly well illustrated by a contrast of its cost to 
our own defense expenditures during the same period. From 1950 
through 1956, the United States spent on its domestic defense pro- 
gram, “including the cost of carrying on the Korean action, approxi- 
matel y $254 billion. In these same years, the total of our military 
assistance program plus the defense expenditures of our grant-aid allies 
and of Canada, Australia, and New Zealand, amounted to $124 billion, 
or about half of our aggregate expenditure. 

After having made these outlays, the United States today has 
Army forces of over a million men, an Air Force equipped with al- 
most 27,000 aircraft, and a Navy with almost a thousand combatant 
vessels. Our grant-aid allies and Canada, Australia and New Zea- 
Jand have built up for the defense of the free world active ground 
forces of over 5 million men, air forces with over 27,000 planes of 
which 12,500 are jets, and naval forces with 2,500 combatant vessels. 

We cannot know how much the strength represented by these allied 
forces would have cost the United States if we had to create it entirely 
with our own Sen es. If our allies had not received our assistance 
in de veloping o that strength, however, it seems clear that for its own 
security, the United States would have had to make much greater 
defense expenditures. Furthermore, we would be obliged to maintain 
many more men under arms, with a considerably larger proportion of 
them overseas. And with all of this we would not have as much defen- 
sive strength for our efforts as we have today. 

A shift in emphasis 

In playing its part in the buildup of free world defense forces, the 
milit: ary assist ance Pt the. has had to adjust to the continually 
changing exigencies of the world situation. For example, in 1950, 
about 79 percent of our military assistance went to Europe, 16 percent 
to the Middle East, and 5 percent to the Far East. These proportions 
reflect not only the necessities of the time in terms of free world 
security but also the ability of our allies to receive and use our aid. 

The picture has changed considerably over the past T years. The 
fact that today only one-fourth of our military assistance is going to 
Europe reflects the ability of our European allies to pay an increased 
share of free world defense costs as well as the nn nprove «1 capabilities 
of the NATO forces. The Far East now receives 46 percent of our 
military assistance, the Middle East 27 percent and Latin America 2 
percent. This shift in emphasis recognizes the clear necessity which 
we now face of increasing the military strength of our partners in 


the Middle East and the Far East. 
A financial report on the military assistance program 
Where do we stand with respect to the funds previously provided 
for the milits ary-assistance program? The following table shows, for 
each of 3 fiscal years, the total of funds available for expenditure in 
that. year, composed of (a) the carry-forward from the prior year of 
funds which, although for the most part obligated, had not yet been 
expended; (4) the new obligational authority granted by the Con- 
gress; and (c) for fiscal year 1958, a requested reappropriation of the 
unobligated balance. It also shows the actual expenditures for each 
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year and the resulting balance of unexpended funds to be carried 
forward into the subsequent year: 














Fiscal year | 1956 | 1957 | 1958 | 1959 
Carryforward from previous fiseal year_......---------- $6. 2 $4.6 | 1 $4.4 1 $4.1 
New obligational authority_..- ‘ ss erdiginceltinah 1.0 2.0 | 21.9 pe EK=: 
Reappropriation for fiscal year 1958 of unobligated 
funds . ‘ Liddidatéi sa calddee>oabiok -_ --| | 2.5 be 
Titel &valinbilite 1 2326552. la 7.2 | 6.6 16.3 
Expenditures it Bact) Weer o.oo sk icacoedenécicnnecmenban 2.6 12.2 12.2 asta 
Carryforward to next fiscal year....-...----.-. abi 4.6 | 14.4 | 14,1 | é * 
1 Estimate, 


2 Request. 


This table shows not only the downward trend in unexpended bal- 
ances and in total availability over this period but also the increased 
stability in the operating le vel of the program. Even more striking 
is the great decrease in our total fund availability that has taken 
place in the last 5 years. At the beginning of fiscal year 1958 our 
fund availability—the sum of the carry forward of prior-year funds 
and the new obligational authority for that fiscal year—was $12.5 
billion, Our present estimates are that, if our request for $1.9 billion 
in new obligational authority and for reappropriation of $500 million 
is granted, our total fund availability at the beginning of fiscal year 
1958 will be $6.3 billion, or roughly half what it was 5 years ago. This 
contrast gives an indication of the success we have achieved in our 
efforts to reduce the military assistance carry forward to the optimum 
operating level. 

The $500 million of military funds which will remain unobligated 
at the end of fiscal year 1957, and which we are asking the Congress to 
reappropriate for fiscal year 1958, is derived from a reduction in the 
requirements of our prior-year programs. This reduction was accom- 
plished by a most diligent and comprehensive review begun more than 
a year ago and completed only after the President presented his fiscal 
year 1958 budget to the Congress. Asa result of experience gained in 
the operation of the program, we were able to review more critically 
the capability of potential recipients to provide the personnel and 
facilities needed for the effective use of our assistance. With certain 
data available this year for the first time, we were able to apply more 
realistic usage and consumption rates for a number of items such as 
ammunition and spare parts. Through improved time phasing, we 
have been able to limit our requirements for advance funding to what 
is necessary to provide the minimum lead time feasible. We have 
been better able to coordinate our programing and our production 
planning, with the result that we can adhere more closely to program 
delivery schedules. This reduction of $500 million in the require- 
ments of prior-year programs will not result in any inability to meet 

valid requirements Ww ithin the normal funding lead time and the capa- 
bilities of other countries to receive and use our assistance effectively. 
We have been able to effect this reduction and still meet the major 
military-assistance requirements of our free world allies. 


The military assistance program proposed for fiscal year 1958 


We propose to carry out a program amounting ‘o $2.4 billion in 
fiscal year 1958. The careful and comprehensive review which re- 
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sulted in the reduction in requirements for prior years has been applied 
to this proposed program. Since, as I have pointed out, $500 million 
of this can be met by the reappropriation of unobligated prior-year 
funds, our request for new obligational authority is ; reduced to $1.9 
billion. 

Of the proposed program of $2.4 billion, approximately $900 million 
will be devoted to force improvement and $980 million to the main- 
tenance of existing forces. The request also includes $345 million 
for such fixed costs as administration, packing, handling, crating, and 
transportation, and for infrastructure and such programs as facili- 
ties assistance and mutual weapons development. ‘The force improve- 
ment or modernization which this proposal contemplates includes 
almost $340 million for the new weapons program. In addition, we 
expect to sell some $160 million in new weapons, not included in this 
request for funds, to our free world allies. 

The program which we are proposing for fiscal year 1958 provides 
$175 million for the financing of a credit sales program. The trans- 
actions to be covered by this program are in addition to the outright 
sales of military equipment which we now make and which are not 
included in our requests for funds. The ability of many of our allies 
to finance their own defense requirements has greatly improved. 
However, they are not in a position to meet all of these requirements 
on a cash basis within a single year. We are therefore requesting 
funds to finance such sales over a period of up to 3 years, and we are 
asking authority to reuse the repayments received under this sales 
prograin. 

It is important to note that, although this total program is pri- 
marily designed to provide aid to our allies throughout the free 
wane 85 percent of the dollars in our military assistance request for 

al year 1958 will be spent within the United States. Thus, a very 
deaeaaed part of the cost of the program to the American taxpayer 
is plowed back into the American economy. 


The importance of the new weapons program 

Of great and ever-increasing importance today is the new weapons 
portion of the military assistance program. This is true particularly 
in view of the technological advances which the Soviet forces have 
made in the development of their offensive potential. 

The Russians are constantly improving their capability in the field 
of guided missiles. Their jet air fleet is growing not only in size but 
also in quality and range. Their unprecedented shipbuilding pro- 
gram has resulted in the second largest navy in the world, with sub- 
marine and surface fleets that are constantly improving in size and 
quality. Their ground forces, which have been equipped with new 
tanks, light arms, and artillery, have greatly increased firepower and 
mobility. All of these forces are well adapted to the changing re- 
quirements of modern technology and warfare. 

Only by helping our allies to fit out their forces with the very 
latest weapons can we check this growing threat. Only if the stre ngth 
of our allies keeps pace technologically with the menace we are all 
facing can that strength be effec tively used to the ultimate ends of 
free world security. 
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Effectiveness of the free world strength 

No comparison of the forces of the free world with the great military 
machine of the Communist bloe will give any clear indication of their 
relative effectiveness. We cannot know in any precise way the capa- 
bilities of our forces and those of our allies, nor can we know how much 
the military assistance program has contributed to that capability. 
There are some facts, however, that are worth noting. 

Between 1945 and 1950, following the end of the Second World 
War, the Communist bloc expanded i in size very considerably. The 

satellite countries of eastern Europe, with their considerable industrial 
potential and mineral resources, were swept into the sphere of Soviet 
influence. China was overrun and her vast supply of manpower 
added to the Communist bloc. 

Since 1950, when our military assistance program was initiated, 
international communism has not acquired any land area or additional 
populations through aggression or subversion, with the sole exceptions 
of Tibet and North Vietnam, which were already heavily infiltrated 
by the Communists in 1950. 

This halt in the march of international communism must in very 
substantial part have been occasioned by their recognition of the 
strength and determination which the rest of the free world, with 
our help, has developed. 


lo sum up 
The role of the military assistance program in the total defense ef- 
forts of the United States is— 
To protect our overseas bases; 
To protect our collective security a ‘angements ; 
To safeguard our supply of crityeal asec 
To build up the military strength of our allies; 
To modernize the military forces of our allies; and 
To do these things at the least cost to the United States. 

The President is proposing for fiscal year 1958 a program of $2.4 
billion to permit the effective continuation of this vital contribution 
to our security. To finance this program, we are requesting the re- 
ap propriation of $500 million in unobligated prior year funds and 
new obligational authority of $1.9 billion. 

The contribution which the military assistance program has made 
to our defense effort has been direct and decisive. It has permitted 
our allies to develop and maintain the forces necessary to make our 
collective defense system meaningful. It has assured the availability 
of the overseas facilities, supply. lines and critical materials so vital 
to our deiense posture. It has resulted in the development of anti- 
Communist strength far greater than we could have developed with 
cur own resources alone. 

As long as the menace of international communism continues, we 
must not ‘lag in our efforts to meet it with strength and imagination. 
We have no alternative but to consider the military assistance pro- 
gram as a fundamental and irreplaceable part of these efforts. 

(End of prepared statement.) 

Mr. Srracur. I would propose to make this presentation with the 
use of some charts which have been prepared which give a more 
graphic presentation than the spoken word. 
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I would like to ask the committee to hear Mr. John Holcombe, who 
is Director of the Office of Program and Control in the Oflice of In- 
ternational Security Affairs, who will also make a graphic presenta- 
tion which will be a little more detailed than mine relating to the 
manner in which we program and how the $500 million reduction was 
effectuated, and some other specific information which we think will 
be worthwhile for the committee to hear. 

Chairman Gorpon. I want to say to the members of the committee 
that this is an executive session. 

Mr. Sprague. If there are any questions as we go along, we will be 
glad to be interrupted. 

Chairman Gorpon. You may proceed. 

Mr. Sprracur. The first point I think to consider, Mr. Chairman 
and ladies and gentlemen, is the threat which we face, which is illus- 
trated on this chart. 
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Mr. Spracue. The red constitutes the Communist bloc countries, 
consisting now of pretty nearly 850 million people, and better than 
one-quarter of the world’s surface. 

Russia at the present time has about 175 line divisions, 20,000 op- 
erational aircraft, the second largest navy in the world, which con- 
sists of over 400 submarines. All of these forces are being increas- 
ingly equipped with atomic capability. The satellite countries contain 
approximately 80 ground divi isions and 2,500 operational aircraft, a 
significant fighting force, but, of course, I think we must realize 
probably not “nearly as effective as that of Russia. And Communist 
China has over 200 ground divisions and about 2,500 operational air- 
craft, with most of the equipment having been provided by Soviet 
Russia, and this force being const: ou modernized. 

Since the end of World War a number of military actions 
have taken place around the mace atenen either by Sov iet Russia 
or Communist China. These actions have taken place in Korea 
indochina, Taiwan, Malaya, Hungary, and in Greece. Let us also 
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not forget the very serious situation which arose in Berlin in June 
of 1948. 

In addition to these military actions which have been instigated 
by the Communist bloc, there has been an increasing development 
through economic means of efforts to subvert others, notably in 
Malaya, ase Indonesia, Guatemala, Bolivia, Argentina, and in 
the Middle East, Syria, Eg eypt, and Jordan. 


The role of the military assistance program in meeting this enor- 
mous and massive threat: 
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Mr. Spracur. The countries shown in green on this chart are those 
which are receiving pure military equipment and supplies from the 
United States, military sales-aid countries, so-called. Those in blue 
are grant-aid countries. The countries in Latin America take a very 
small amount percentagewise of our total aid. The largest part of it, 
of course, is on the periphery of Communist China and Soviet Russia. 
In this connection, I think it is interesting to point out that of the 
defense support funds, 80 percent is used for Korea, Taiwan, Indo- 
china, Pakistan, Greece, and Turkey, the countries most likely to 
absor +h the shock of aggression by either Communist China or Russia. 

What are the objectives of this progr am’ First, to protect our 
bases. This farflung network of over 250 major United States bases, 
located around the world, are in fact situated in those countries with 
which we have bilateral agreements relating to military assistance, 
and while the bases themselves that I have referred to are manned and 
operated by United States personnel, the military assistance program 
is useful in making it possible for us to maintain that network, which 
perhaps more than anything else, except for our own strategic air 
capability, is the deterrent to Russia’s instigating armed action. 

The second objective is to protect our collective security agreements. 
I think it is safe to say that perhaps the outstanding achievement of 
United States diplomacy in the 20th century is this collective secur ity 
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arrangement setup which was started under a Democratic admin- 
istration, has been a bipartisan effort, and now includes, as you know, 
NATO, the SEATO organization, the ANZUS Pact, the Rio Pact and 
the Baghdad Pact. Though the United States is not a member of the 
Baghdad Pact, we but have recently become a member of the military 
committee and are now associated with them in the military planning 
for thé defense of Turkey, Iraq, Pakistan, and Iran, which are the 
Mid Eastern members of that organization. In addition, we have 
developed bilateral security arrangement with Japan, Korea, Taiwan, 
Vietnam, and the Philippines. 

The third objective of this program is to safeguard strategic ma- 
terials. I won’t bother to name them, but you can see by reading the 
names of these items that they are extremely important raw mate- 
rials, both for our domestic economy, and more importantly, in time 
of war. These items are largely in short supply in the United States 
and must be imported. The} sy are largely imported from those coun- 
tries with whom we have military- assistance programs. 

Mr. Vorys. Before you go on, I hope that you will insert a table at 
this point showing our deficiencies in these strategic materials and 
outline where they come from. 

Mr. Spracue. We will be glad to, sir. 

(The tables requested appear on p. 700.) 

The fourth objective of the military-assistance program is to build 
up the military strength of our allies. We want to do this not only to 
build up their own will to resist aggression, but also to provide forces 
other than those of the United States on the periphery of the Soviet 
and Communist blocs who can absorb the first shock of any aggression 
and stand side by side with us in fighting any such war. 

It is our policy to accomplish these objectives at the least possible 
cost to the United States. I think it is interesting to point out in 
this connection that the cost of pay, clothing, feeding, and housing a 
United States soldier is $3,511 a year. This is exclusive of his equip 
ment, transportation, and other charges. Whereas at the other end of 
the scale the cost of providing the same thing by the Turkish Govern- 
ment for a Turkish soldier is $105 a year. 

Mr. Currerrietp. Mr. Chairman, may I ask a question right here? 
I think those are very good figures as illustr: ations, but the Assistant 
Secretary of Defense furnished me on March 7, 1957, with, for 
example, the cost of maintaining a Turkish soldier, which was $235, 


STATEMENT OF COL. H. H. CRITZ, DEPUTY DIRECTOR, OFFICE OF 
PROGRAMING AND CONTROL, OFFICE OF INTERNATIONAL SECU- 
RITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Crrrz. May I point out that to keep them all on the same 
scale we have just pic ked four items pay, clothing, housing, and fond. 
A United States soldier’s actual cost, for example, Mr. Chipertield, 
about $6,600. 

Mr. Curperrtecp. I have that figure here. 

Colonel Crirz. But we, because all countries don’t compute their 
costs on the same basis, we picked the four items they did compute on 
the same basis and used that as a sample. 
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Mr. Currerrietp. It shows the amount for a United States ground 
soldier is $3,340. It doesn’t make any difference. We can take this 
all off the 1 cord, but here it is on March 7, $3,340. What have you 
got up there ¢ 

Mr. Spracue. $3,511. 

Colonel Crrrz. The difference is that we averaged the cost for the 
three services—Ground, Navy, and Air. ° 

Mr. CurrerrieLp. This is for ground soldiers—oflicers and enlisted 
men. 

Colonel Crirz. That is Army. 

Mr. Spracur. These figures are in the record now. They appear in 
the text of my pene We will take a look at this letter that 
you got and wili be glad to explain the difference. 

Mr. Cuirerrrexy. I am not disputing it, but I wondered what the 
difference was. 

Colonel Crrrz. These are the average for Army, Navy, and Air. 
The figure you have is Army only. 

Mr. Jupp. This means the cost for an enlisted man ¢ 

Colonel Crrrz. No, sir. It is across the board, Army, Navy, and 
Air, and includes both officer and enlisted personnel. 

Mr. Jupp. That means the Navy and Air Force costs more per man 
than the Ground Forces do. That is why it has gone up from thirty- 
three-hundred-something to thirty-five ¢ 

Colonel Crrrz. That is right. 

Mr. Vorys. One other point in relation to these figures that Mr. 
Chiperfield has referred to, which I have used time and time again. 
L understand that the average cost per man in service, Army, Navy, 
and Air Force, enlisted and officer, is $6,600 a year when he is overseas; 
is that correct ? 

Colonel Crirz. No, sir, not overseas. It represents average cost 
wherever he may be; transportation costs, billets, and all those 
other problems. In other words, maintaining a post and those 
things where soldiers stay. That is why we limited it merely to the 
four categories of pay, allowances, food, clothing, and housing, be- 
cause the countries around the world don’t compute it on the same 
basis. 

Mr. Vorys. This is an interesting comparison on the chart. But 
the comparison that the American taxpayer should bear in mind, 
it seems to me, is that it costs us $6,600 a vear to maintain a man in 
service overseas, and our contribution to the cost of an allied man 
In service overseas is about $500 a year. Last year it was $789 a year. 
That is, it seems to me, more expressive of the economy involved 
in our mutual security arrangements than the figures vou have got 
there. 

Mr. Spracur. Lagree with you, sir. 

Chairman Gorpon. Mrs. Kelly. 

Mrs. Ketiy. Mr. Chairman, I would like to know if we should 
question during this presentation ? 

Chairman Gorpon. Yes. You can ask your questions while the map 
is being shown. It would be easier to handle it that way. 
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Mr. Jackson. Mr. Chairman, inasmuch as I think these costs are 
one of the most effective ways of meeting a lot of these arguments, 
I think we should spend considerable time on them. 

John, may I ask you a question? You say $789 per man? 

Mr. Vorys. That was the figure given me last year by the Defense 
Department. The figure will be different this year. It seems to me 
the way you get at it this year is to take the military items; that is 
hardware, training, and defense support, and divide it by the number 
of ——, the number of servicemen whom we help to support. 
and there you get that figure. 

In your statement, Mr. Sprague, on page 9 you use the number of 
4.8 million and on page 10 the figure of over 5 million. 

Mr. Spracur. I can explain that, sir. 

Mr. Vorys. There might be sound reasons for not being too precise, 
but if you take whichever figure is right and divide it into the request, 
then you get the average aren per soldier to compare with 
either $3,511 or, as I think, and Mr. ‘hiperfield thinks, $6,600. 

Mr. J ACKSON. Mr. Secretary, to aees my point a little further. 
Do I understand that if you take an American ae put him into boot 
camp, transfer him, and that if he is going to duty in any one of these 
countries, the first year that he is there will cost $3,511. 

Mr. Spracur. Not overseas, in this country, just for the four items, 
pay, clothing, housing, and food. 

Mr. Jackson. This does not include transporting him overseas with 
any dependency allowances ? 

Mr. Spracur. No; nor the equipment that he uses. 

Mr. Jupp. That cost per soldier in your green chart, are all the 
soldiers we have, whether they are here or abroad, included when you 
figure out that $3,511? 

Mr. Spracur. That is an average. 

Mr. Jupp. Whereas $6,600 is the average cost of men OVerseas 5 is 
that right ? 

Colonel Crirz. Dr. Judd, that includes all the soldiers and sailors 
and airmen in the Armed Forces of the United States wherever they 
are stationed. 

Mr. Jupp. It costs the taxpayer $6,600 to have a man in the service ? 

Colonel Crirz. Yes, sir. 

Mr. Vorys. Without arms. 

Mr. Jupp. When you figure the larger overseas and transportation 
costs, they amount to about as much as these four items, pay, clothe, 
feed, and house. The costs of transportation overseas and bases there 
practically doubles the cost per man ? 

Colonel Crrrz. Yes, sir. 

Mr. Sprague. I think Mr. Vorys has made a good point. 

In Turkey and Korea, for instance, you have [security deletion | 
divisions in each country costing infinitely less than it would to main- 
tain the same kind of forces in our own establishment. 

Mr. Jupp. And the most expensive boys we have are the ones we 
have overseas. That is where we shall have to send more if we don’t 
have the French, the Italians, the Pakistanis, the Turks, and so forth. 
There they are on the ground. We don’t have those transportation 
costs when you are arming them. 
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Mr. Fuuton. Why don’t you break it down and show separately the 
transportation costs? 

Mr. Spracur. We could do that. We would be glad to furnish it 
for the record, if you would like it. 

Mr. Jupp. Or spell it out in a little greater detail in that cost of 
each soldier. On that green sheet you ought to include what has been 
said here, cost per soldier to pay, clothe, house, and feed him. And 
then make a footnote or something that when you put an American 

soldier overseas, so it compares with where those Allied soldiers are, 
the cost is approximately so-and-so. That is the figure that is signifi- 
cant. 

Mr. Jackson. These figures, Mr. Chairman, if I may—the little bit 
of information that I have had, probably inaccurate—are the most 
effective single argument that we have for this entire program. ‘The 
more it is elaborated, the more information given to us on this aspect 
of it, the better. This is something people can understand. ‘This point 
is extremely important, I think. 

Mr. Vorys. If the gentleman will yield, you can have explanatory 
material, but if you get it simple, body for body, man for man, what 
it costs for an American and then the average contribution cost of 
this program per man in our Allied forces, there you have 2 figures 
which I think you are going to find are $6,600 and about $500. It is 
extremely important, and it is a simple way to explain this program. 

Mr. Currerrrerp. Mr. Chairman, Mr. Sprague, I understand you 
have smaller charts. 

Mr. Spracur. The smaller charts, sir, are just pictures of the charts 
that you are seeing. 

Mr. Crirerrtecp. And that they will be available to members of 
this committee ? ‘ 

Mr. Spracur. We are glad to make them available. 

Mr. Currerrretp. They are not secret ? 

Mr. Spracur. This is an unclassified presentation. 

Mr. Curperrtecp. I would be glad to have as much of this material 
as is available. 

Mrs. Keiity. Why is Great Britain left out in this comparison ? 

Colonel Crrrz. May I point out at this time, that when we go 
into the regional presentations on Europe, Middle East, and the Far 
East, we will have this information for every country. These are 
just samples. 

Mrs. Keiiy. Great Britain must be high. It is higher than any of 
the others. 

Mr. Spracur. It is higher than France but under ours. 

Colonel Crirz. Germany is the highest. 

Chairman Gornon. There will be no objection to inserting the charts 
in the hearings. 

Colonel Crrrz. We can insert them in the record. 

Mr. Sprague. Yes; we can do that. 

Mr. SeLpen. How do you account for the cost of the Turkish sol- 
dier being so much less than all the others ? 

Mr. Spracue. It is not much less than a Korean soldier. 

Mr. Sexpen. It is a good deal less than the Pakistani soldier, and 
they are in the same general area. 
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STATEMENT OF JOHN HOLCOMBE, DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


Mr. Horcombe. The Pakistan Army is an entirely professional 
army. A large portion of the Turkish Army is made up of con- 
seriptees. T his obv iously makes a very large difference in the average 
pay because of these practically payless conscriptees. 

Mr. Sevpen. Is the difference in the salaries that are paid ? 

Mr. Hotcomer. The type of soldier. 

Mr. Spracve. I think the difference is mostly pay and not in the 
other items. 

Mr. Hotcomer. That is right. They don’t always create a pattern 
which you can say isa standard. Take, for instance, in a country like 
Cambodia, which you would expect to be very low, but it is in fact 
quite high. It is well up there. The reason for it is that that army, 
and the Laotian Army, when they were part of Indochina, were |: urgely 
supported by France, and France established over the years a fairly 
high-paid scale for these people. So there are different reasons for the 
differing costs. 

Mr. Jcpp. Mr. Chairman, may I ask a question before he leaves that 
chart? Those bases that we have in Canada. Do we have those bases 
on the same terms as we have, for example, our base in Korea, or in 
Saudi Arabia, Morocco? I mean, do we really control those bases in 
Canada as we do other bases around the world ? 

Mr. Spracur. Yes, sir. 

Mr. Jupp. Where is the base on Hudson Bay? What is the name of 
that one? 

Mr. Spracur. That chart is merely a schematic representation. 

Mr. Jupp. I recognize those at Newfoundland and Goose Bay. 1 
didn’t know thet we had a base on Hudson Bay right north of where I 
live. 

Colonel Crirz. I might point out, sir, that the exact locations of our 
bases is classified information. 

Mr. Jupp. It isn’t very secret if it is on that map. 

Colonel Crrrz. That has no relation to where the bases are. Our 
total installations number 267. T can advise the committee on a classi 
fied basis the type and location if you so desire. Those are just a 
schematic representation. 

Mr. Provty. Is that figure of 267 classified ? 

Colonel Crrrz. No, sir. Mr. Reuben Robertson, the former Deputy 
Secretary of Defense, used that figure in open session on April 8, 1957, 
while testifying before the Senate committee to study the foreign-aid 
program. 

Mrs. Cuurcu. Before Mr. Sprague turns over the page, I have a 
request for information which I would like to have supplied by Mr. 
Sprague. If it is impossible to answer the question now, the answers 
can be put in the record, if he will, at the place where he began to 
talk about the threat we face in our responsibility. It may be, Mr. 
Sprague, I should have asked the question at the page preceding, but 
I did not know that we were allowed to interrupt. 
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I would like to have the answers to the following questions: 

1. With how many and what nations do we have definite mutual 
defense agreements which would take us automatically to their 
defense, if attacked ? 

2. With how many and what nations do we have agreements which 
would take us to their defense after appropriate consultation, and so 
forth, as with the SEATO countries? 

3. With how many and what nations are we so involved through 
their acceptance of the Eisenhower doctrine that we might be forced 
to come to their defense, if the President so decided after they so 
asked. 

And a subquestion under three: With how many nations did the 
Richards mission make a definite commitment that the President 
would definitely agree to come to their defense, if so requested ? 

Mr. Spracue. I would rather like to answer these questions in 
writing after I have a chance to work on it. 

(The answers referred to appear on pp. 703-704. ) 

Mrs. Cuurcn. It seemed to me that in discussing our mutual de- 
fense, we should know what our commitments are. 

Chairman Gorpon. Mr. Sprague, I didn’t hear the reply you made 
as to the cost per soldier for the British. 

Colonel Crrrz. In the books before you, sir, for each region there 
is under the country narrative a section devoted to the cost per sol- 
dier. For the United Kingdom, sir, it is on page 99 of the European 
volume. 

Chairman Gorpon. Is there a special reason that you didn’t in- 
clude it? 

Mr. Spracue. No special reason, sir. 

Colonel Crirz. It is $1,805. 

Mr. Hotcomer. These are the countries in which we have the larger 
aid programs. 

Mr. Jupp. We aren't contributing much to the support of the 
British Army. 

Mrs. Ketiy. Maybe it would be an argument to give Great Britain 
more support. 

Mr. Jupp. It costs much more for their men ? 

Mrs. Ketiy. No, because they are doing a job. 

Mr. Spracur. $2,504 is the figure for Germany. 

Mr. Jupp. I would like to have that explained sometime. I can 
understand why we went to great lengths to try to get them to rearm, 
but their economy today is in a sound position. Is their standard of 
living that high? Are they just having to pay tremendous wages and 
allowances to get men to join the Armed Forces? 

Mr. Spracue. I can’t explain, sir, why it isso high. It is purely an 
internal matter with the Germans. We don’t contribute anything to 
the German defense effort in terms of grant aid. ; 

Mr. Hotcompr. Once again the German buildup is in its early stage 
and has a large proportion of professional soldiers. It is not exactly 
comparable with armies which are fully grown and have all the 
privates in the rear ranks and not just the complement of instructors 
and people undergoing training for key positions. The latter are 
usually the higher and better type paid enlisted men and officers. 
This is not to say that when the German program is fully developed it 
will not have a more comparable average cost. ; 
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Mr. Spracur. Ultimately they are going to a 500,000 man force, 
of which their present hope is 50 percent will be professional and 
50 percent will be conscript on a 1-year basis. 

Are there any further questions / 
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This chart indicates that between the calendar years 1950 and 1956 
the contribution of the United States to the European NATO coun- 
tries, exclusive of Greece and Turkey, was the figures that you see liere, 
and during the same period of time, their own contribution is shown in 
the large blocks, indicating, I think, more clearly than anything could 
the fact that this is an effort which is a mutual effort and our contribu- 
tion in it, while very significant, is relatively small. 

For instance, in 1953, their combined contribution together with ours 
makes our part of it 20 percent, their part 80 percent. And on a 
comparable basis in 1956, their total contribution to the combined part 
is 90 percent. This, I think, clearly indicates that the European 
NATO countries have been and are making a real effort to support 
their own defense establishment. 
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This chart is a rundown of the oo contribution of the United 
States during the 7 calendar years, > billion to European nations 
and $5.1 billion to the other grant- ad ‘countries, southeast Asia and 
Kurope, and Middle East, for a total of $17.4 billion. 

During the same period of time there was $78 billion by the Euro- 
pean NATO countries and $15 billion for the other countries. 

Taking the totals, our contribution is 18 percent, theirs 82 percent of 
this total defense effort. 

This is what has been accomplished by virtue of our contributions 
during this same period of time and their own substantial defense 
expenditures. 
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In 1950, for instance, our grant-aid allies had about 960 naval com- 
bat vessels, 314 million men in their active ground forces, a substantial 
conventional ‘aircraft force of almost 11, 000, but only 477 jet aircraft ; 
whereas in 1956 the ‘se hs as changed substanti: ally from 960 to 2,500 
combatant naval vessels, 314 million men to 4.8 million, conventional 
aircraft have only eect approximately 1,000 planes but signifi- 

cantly the jet aircraft has gone from 477 to 10,800, an increase in jet 
aircraft alone of 1,125 percent in 7 years. 

Mr. Jupp. Did we supply most of those ? 

Mr. Spracue. Either supplied or purchased. 

Mr. Jupp. They came out of American factories and therefore it is 
American equipment ? 

Mr. Spracur. Not entirely. The United Kingdom has made some 
Hawker-Hunters and France the Mystere fighter. 

Mr. Jupp. I didn’t mean entirely, but substantially the great bulk 
of those came from our factories ? 

Mr. Spracue. Yes, sir. 

Mr. Vorys. Before you turn over, you used 4.8 million and 5 million. 
Isn’t the difference between grant-aid countries alone and including 
military sales countries ? 

Mr. Sprague. Yes, sir. I will pass over to the other chart. Can- 
ada, Australia, and New Zealand make up the difference between 4.8 
and 5 nrillion. 

Mrs. Keiiy. Are you going to continue these purchases from United 
States production or in the future is the United States going to pur- 
chase from France or England? 

Mr. Spracur. You mean, more purchases are going to be made from 
us in the aa than in the past ? 

Mrs. Kerry. Yes, if this program is combined with the defense 
budget. 

Mr. Spracve. We don’t know exactly how these countries want to 
do it. My guess would be that the majority of them will still want 
to purchase the biggest part of the modern, high-cost equipment from 
the United States. 

Mrs. Ketry. Isn’t that foolish bookkeeping, if we can get the planes 
over there? It will cost the defense budget three times as much over 
here as over there. Won’t we be getting less equipment at a greater 
cost ? 

Mr. Sprague. These countries don’t want to build up, if they can 
help it, a very substantial munitions industry for this reason. In my 
talks with the three Defense Ministers of the United Kingdom, France, 
and Germany not long ago, their idea is that if they go into a substan- 
tial production of the high-cost weapons, such as aircraft and tanks, 
by the time they get the items rolling off the production line, it is 
already obsolete, and they are interested in getting the most modern 
type of equipment, certainly if they are buying it. 

Mrs. Ketiy. I don’t quite understand that, because IT understand 
the French have developed jets that are noiseless and far superior to 
ours. The cost of delivery is greater, also delivery and supply in case 
of war. We should encourage their own industrial buildup for their 
own defense. This would discourage economic trade war. 

Mr. Sprague. To the extent that the grant-aid program will con- 
tinue for France and some of these countries, we are perfectly willing 
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to purchase equipment from those countries which has been done all 
along through the offshore procurement program. But that program 
has been phasing out more and more. And, frankly, the whole prob- 
lem of how to handle these advance weapons is inconclusive at the mo- 
ment as to where we are going with it. And it depends to a large 
extent upon what these countries themselves want to do. 

Mr. Vorys. Would the gentlewoman yield ? 

Mrs. Kety. I yield. 

Mr. Vorys. On page 15 of your statement you have mentioned 
$160 million in sales of new weapons, which is, of course, not included 
in this request, but which means strength for the free world that 
they pay for themselves, and $175 million sales on credit which is in 
this, which is a total, as I make it, of $335 million. 

Mr. Sprague. Three hundred and forty. 

Mr. Vorys. That means strength that we supply but get paid for. 
That is the item that I have been hoping to see incre ased through 
the years, where the weapons, spare parts, and so forth, are fur nished 
by us but the other countries pay for them. 

Mr. Spracur. The balance of the presentation will point this out 
as we go along, Mrs. Kelly. We may answer your question then. 

Mr. Provuty. I assume those figures are for the calendar year 1956? 

Mr. Spracue. Yes. 

Mr. Proury. Is there any significant change this year ? 

Mr. Spracur. No, sir; I wouldn’t say so. The figures are about 
the same. They maintain the forces which they now have. It looks 
as though this will be the pattern of the next few years, the mainte- 
nance of those forces, except for the increased modernization of them 
with new weapons. I don’t see any significant increase in numbers 
of active ground forces or in combatant naval vessels. It may be that 
the jet-aircraft strength will increase. I am sure it will. 

Mr. Proury. How does the number of French ground troops in 
France compare with what it was a year ago? 

Mr. Spracur. Most of them are in north Africa now. 

| Security deletion. | 

Mrs. Cuurcu. Have you any idea how much of our equipment the 
French are using in Africa, Mr. Sprague? 

Mr. Spracur. No. 

Mrs. Cuurcu. Is it a considerable amount / 

Mr. Sprague. I would say it is not considerable. There are cases 
that some of the equipment which they originally received has been 
used in north Afric: 

Mr. Jackson. General Norstad told us the other day that the 
equipment that they probably had was organizational equipment, in- 
dividual weapons, and so forth. 

Mrs. Botron. That, of course, doesn’t make us any friends. 

Chairman Gorpvon. Before you turn the sheet, that 4.8 million are 
men ready for combat and fully equipped and trained ? 

Mr. Spracur. They are considered to be active forces. 

Mr. Vorys. Could you give us an estimate of the number of divi- 
sions involved in the 4.8 million ? 

Colonel Crrrz. It is over 200. 
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Mr. Spracue. During the same 7 calendar years that we have been 
discussing, our own defense expenditures totaled $254 billion. Our 
strength “today, bought originally and supported by this kind of 
money, is 969 combatant ships, an air force of some 26,630 planes, 
and 1 million men in our active ground forces. Including the forces 
of Australia, New Zealand, and Canada, it brings the total strength 
of the free world, exclusive of the United States, to 5 million men, 
27,000 planes, of which 12,600 or jets, and 2,500 combatant ships. 

I don’t think there is an answer to this question: What would this 
have cost the United States? It seems to me impossible to calculate 
the cost, and even if you could compute it, I don’t think it is con- 
ceivable that the United States in time of peace could support this 
kind of an operation with the enormous burden that it would be in 
taxes and on the productive facilities of our domestic economy. Thou- 

sands and thousands of additional men would be required to serve 
in our Armed Forces, millions more than we now have overseas. It 
would just be an impossible situation. 

Mr. Vorys. When you start to figure, you would say it would cost 
us at least $124 billion. It certainly would cost us as much as it cost 
those fellows. 

Mr. Srracue. It would certainly cost that much. But if we had 
to do it ourselves and didn’t have this joint oper ation, the collective- 
security arrangements and all, we would be paying people $3,511 in 
the United States alone against $105 in Turkey and $142 in Taiwan. 
You can argue that one all day. But it would be logical, it seems to 
me, to anybody that we just couldn’t have done it ourselves. 
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This will illustrate how our program has shifted because of the 
impact of world events. In 1950, for instance, 79 percent of our 
grant-aid assistance went to Europe. It was then rebuilding and re- 
constituting its forces. Only 16 percent went to the Middle East and 
5 percent to the Far East. Whereas today 25 percent to Europe, 27 
percent to the Middle East, and 46 percent to the Far East. 

Of course, the lower figure for Europe reflects their own increased 
economic ability to support their forces and their desire todoso. The 
increase in the Middle East is reflected by the power vacuum which 
has existed there, and no doubt this figure will increase somewhat in 
the future as a result of the American doctrine and the Richards mis- 
sion. 

The amount in the Far East, of course, increased very rapidly fol- 
lowing the Korean war and the Indochinese war, and represents the 
largest part of our effort because of the support of those countries 
which are directly under the gun of Communist China. 

Our grant-aid program to Latin America is very small, as you can 
see, amounting to 2 percent. 
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From‘ a financial point of view, this will give you a look at where 
we stand with respect to the military-assistance program. We went 
into fiscal 1956 with a carry forward of $6.2 billion and received new 
obligational authority of $1 billion, for a total of $7.2 billion, and 
spent $2.6 billion, resulting in a carry forward into fiscal 1957 of 
$4.6 billion, which, with the new obligational authority granted by 
the Congress, increased the amount available to $6.6 billion. Esti- 

mated expenditures are $2.2 billion for this present fiscal year. 

At the time the budget message was sent to the Congress the Presi- 
dent requested new obligational authority of $2.4 billion for fiscal 
1958, which, with the carry forward, based on an estiiuate of $2.2 bil- 
lion expenditures for fiscal 1957, would have give nus a total available 
of $6.8 billion, and, against expenditures the same as estimated for 
1957, would have c: irried forward into fiscal 1959 $4.6 billion. 

However, in the middle of this spring the Defense Department was 
able, as a result of long study which had been going on, and which 
Mr. Holcombe will explain in some detail, to reduce our requests for 
new obligational authority by $500 million to $1.9 billion, assuming, 
however, that the Congress reappropriated the $500 million which 
we were not obligating in fiscal 1957. 

The result of this is to reduce our carry forward going into fiscal 
1959 to $4.1 billion. So that between fiscal 1956 and fiscal 1959 on 
this program our carry forward of unexpended balances is consistently 
reduced from 6.2 to 4.6 to 4.4 to 4.1. 

I think this reflects the concern which the Congress has shown 
through the years for reduction in unexpended balances to workable 
figures. In this connection, it is interesting to know that we went 
into fiscal 1953 with a total of unexpended balances and new obliga- 
tional authority of $12.5 billion, and we will go into 1958, if our 
requests are granted, with a total of $6.3 billion, or a 50-percent reduc- 
tion in 5 years. 
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Mr. SELDEN. Since $500 million in 1957 funds were not obligated, 
am I correct in assuming that the reduction Congress made last year 
of approximately $1 billion in military funds was justified ¢ 

Mr. Spracue. | think that we can help you with your question, sir, 
with the charts that Mr. Melsamies has, which add up the amount that 
we had requested, the amount that Congress didn’t give us, the amount 
that we saved or reduced, which is a total of $1.4 billion, and then 
how we were able to effect the savings against that. It is impossible 
to put this on a yearly basis, because the savings that were effected 
and in effect represent a saving in the programs go all the way back 
some 5or6 years. I think your question will be fully answered when 
you see these charts 

Chairman Gorvon. Mr. Carn: than, will you take the chair? 

Mr. Sevpen. If you were able to carry over $500 million of 1957 
funds, evidently the billion-dollar reduction made by Congress last 
year was justified. Am I correct in assuming that 4 

Mr. Spracue. Yes, sir. 

Mr. Sevpen. Thank you, sir. 

Mr. Spracus. The question needs elaboration. 

Mr. Sevpen. I understand you are going to elaborate on it when 
you come to the proper chart. 

Mr. Spracue. It wasn’t needed in terms of fulfilling the programs 
which we had set forth. In other words, we were able to carry out 
the program which was presented to the Congress for fiscal 1957 with 
less money than was requested because of certain savings which were 
effectuated. 

Mr. SevpEN. It was a saving of a billion and half dollars? It was 
a billion plus the $500 million? Is that correct 

Mr. Sprague. That is substantially correct. 

Mr. Vorys. Put it the other way around; if we had authorized and 
appropriated that billion dollars last year, and you had been able 
to make the savings, your request would be a billion dollars less this 
year ¢ 

Mr. Spracuer. Yes, sir. 

Mr. Setpen. It would be a billion and a half less; would it not ? 

Mr. Vorys. That half billion we will need to have a little explana- 
tion about. 

Mr. Spracur. We will give you a full explanation. 

Mr. Setpen. Congress was evidently very wise in its action. Would 
the gentleman agree / 

Mr. Spracue. I wouldn’t s: ay it is safe or fair to assume, however, 
that if Congress in its wisdom automatically cuts a request for new 
obligational authority that the program which has been set up can be 
effectuated with that much less money. In other words, we have 
reached the point now in our thinking where any substantial cuts of 
the program result in a decrease in the program. We will not be able 
to fulfill those commitments for equipment and training which we 
think is desirable to maintain the level that the Joint Chiefs of Staff 
have set up as goals for these countries. 

Mr. Sevpen. But despite the reduction made by Congress last year 
of approximately a billion dollars, were you not able to ¢ arry out the 
program that you had planned ? 
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Mr. Spracur. The program was carried out as planned. I think 
you will be able to see why we were able to do that in the subsequent 
presentation. 

Mr. Fuuron. Would the gentleman yield? And, in addition, in the 
current program $200 million of authorized and appropriated money 
was unobligated, so you didn’t have to ask for a new appropriation for 
the program for the Mideast. 

Mrs. Ketity. We learned while in Europe that $500 million was 
cut by the President from his original request for this coming year. 
No one could explain why—— 
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Mr. Spracue. Briefly, the $500 million reduction occurred through 
better management proc edures which have been instituted in the mili- 
tary assist: ance program, better planning, by making maximum use 
of a country’s capability, better screening ‘of these programs through 
the siahtialcinienh of regional priorities, and obtaining more complete 
data as to asset and usage rates by each country, be stter funding pro- 
cedures and better administration by coordinating instructions and 
production planning, and a closer adherence to schedule. More on 
this later. 
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The amount of which has a requested for fiscal 1958, $2.4 billion, 
which is now divided into 1.9 obligation and a reappropriation re- 
quest of $500 million, will be used as $900 million for force improve- 
ment, force maintenance of $980 million—this is consumable spare 
parts and so forth—$345 million in apes ial programs such as infra- 
structure. That is the program in which the United States contrib- 
utes a percentage—which is roughly 40 percent in Europe, the con- 
tribution of the other NATO countries being approximately 60 per- 
cent—for early warning systems, new airfields, communication set- 
ups. 

The facilities assistance program, a very small amount for that. 
Mutual weapons development, which is the research and develop- 
ment by European scientists and technologists with our partial as- 
sistance of new weapons. Then the loan figure of $175 million. This 
is a rather limited amount which we would like to start off with to 
permit countries which have the capability of paying for weapons 
but can’t pay for them on a cash basis at one time, to purcliase 
partly for cash and partly on an installment basis or entirely on an 
installment basis with a 3-year time limitation. 

There has been a good deal of interest expressed by a number of 
countries in doing it that way in an effort to put themselves on a 
cash basis with the United States over a period of time in excess of 
1 year. We think this will be very helpful in helping them to help 
themselves. 

Mr. Carnanan. Is that a new item? 

Mr. Spracur. Yes, sir; it is. 

Mr. Proury. Will the loans be repaid in dollars ? 

Mr. Hotcompr. Either in dollars or in local currency to the ex- 
tent that we can use local currency for further requirements. 

Mr. Seupen. Before you leave that chart, Mr. Secretary, on the 
other chart that you showed which gives the reasons for saving this 
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$500 million, would that also apply to the $1 billion that was reduced 
last year? Were those savings effected through those methods? 

Mr. Spracus. Yes. There will be a further explanation which I 
think will be interesting to you. 

Mrs. Kextry. You hope that $175 million will accrue as a result 
of the sale; is that correct ? 

Mr. Sprague. That is correct. 

Mrs. Ketiy. That is on page 15 of your report. 

Mr. Spracve. It is really installment buying, that is what it is. 

Mrs. Keiiy. If we go ahead with that, what would be the added cost 
to the military as a result of that money not returned to the United 
States Treasury / 

Mr. Spracur. We anticipate that the money that comes back—and 
we have asked for this authority—will be reused to make additional 

sales on this basis. 

Mrs. Ketiy. How much is your entire military assistance program / 

Mr. Spracvue. Forthis year? $2.4 billion. 

Mrs. Kety. In addition to the $2.4 billion, as a result of this being 
used, instead of being returned to the Treasury, you would have to add 
$175 million ? 

Mr. Spracuer. No, that is included in the 2.4. It is conceivable 
that of the $175 million, if Congress gives it to us, we might make 
sales in the first year of $175 million and not receive a penny for it 
that year. But inthe second and third year we would get it back. 

Mrs. Ketity. When we deliver the goods ? 

Mr. Spracuer. Or after we have delivered the goods and on the terms 
we have made with the country with respect to repayment. It will be 
repaid within 3 years to the fund which is established. 

I think it is significant in connection with the program that 85 
percent of the money we spend is spent right in the United States, 
plowed back into the American economy. 

Mr. Carnauan. That is, you mean, on the first purchase ? 

Mr. Spracue. That is correct. 

Mr. Carnauan. The 15 percent is dollars and will come back some- 
time or other in purchases ? 

Mr. Spracue. That is correct, too. 

Mrs. Ketiy. Mr. Chairman, will it be repaid in local currency or 
will it be paid back in dollars ¢ 

Mr. Sprague. It may be paid back in dollars or local currency. 

Mr. Jackson. This goes to the point of the whole program, not 
simply to the loan of $175 million. Eighty-five percent of the 2.4 
will be spent in the United States. 

Mr. Carnanan. And on first purchases. 

Mr. Spracur. In other words, gentlemen, the 17.4 which has al- 
ready been spent, and the 2.2 which we estimate we will spend next 
year, 85 percent of all that money, some $20 billion, has been spent 
in the United States. 

Mr. Jupp. The chairman’s point is that 85 percent is spent here 
originally but the other 15 percent has to be spent here ultimately 
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because the dollar finally has to come back to the United States to buy 
something. 


Mr. Vorys. Of the 85 percent in this year’s presentation, there is 
going to be $335 million reimbursed in dollars, too? 
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Mr. Spracur. That is correct. Gentlemen, we are putting a good 
deal of emphasis on new weapons for our allies down the road. The 
reasons we are doing it are the reasons that have been mentioned, this 
175-division force, the seond largest navy, and an enormous atomic 

capability in terms of jet aircraft. Russia, as you all know, has an 
atomic capability. They are developing long-range missiles and 
developing them at an alarmingly fast rate. 

Mr. Futon. Previously, on the presentation the Department has 
stated the Soviets have had 200 divisions. The reason you have made 
it 175 is that you have subtracted 25 satellite divisions; is that right? 

Mr. Spracve. There are about 80 satellite divisions in addition to 
the 175. 


Mr. Futurton. I believe that 200 divisions with the satellites has 
been the figure. 


Mr. Spracur. Our best estimate now is 175 plus 80, plus 200 
ry ee ’ 
Chinese divisions. 
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This was the Communist world at the end of 1945. It was Russian. 
Between 1945 and 1950 Russia added the satellite countries of East- 
ern Europe. China was overrun and became a part of the Com- 
munist bloc. 

But since 1950, when the military assistance program was es- 
tablished, only North Vietnam and Tibet have been added to the 
Red bloc. Both of those countries in 1950 and by 1950 had become 
substantially infiltrated with Communists. And Tibet was prac- 
tically indefensible anyway as far as the United States was con- 
cerned. So it seems to us that the fact that the Russian drive toward 
domination of countries on which it is bounded, and the same thing 
of China, has been effectively blocked, largely as a result of the 
effectiveness of the military assistance program in building up their 
forces and their capability to resist. 

Mr. Ketuiy. Do you mean to say that the Russians have not in- 
filtrated in the Middle East? 

Mr. Spracun. The Russians haven’t overtly assumed control of any 
country in the Middle East. 

Mrs. Botron. They just control the Syrian Army. 

Mrs. Ketiy. That is what I was going to say. Syria and Egypt. 
I think you had better bring the chart and map up to date. 

Mr. Sprague. I wouldn’t say that Egypt was a Communist coun- 
try, would you? 

Mrs. Ketiy. I certainly would. Possibly not the people. 

Mr. Spracve. Not in the sense that the satellite countries of East- 
ern Europe, North Vietnam, North Korea or Communist China are. 
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In summing up, then, the reason for this program is to protect our 
bases overseas, to protect our security agreements, safeguard critical 
materials, and to build up the strength of our allies and modernize 
them at the least possible cost to the United States. 

Mr. Fascetu. Mr. Secretary, at that point am I correct in assum- 
ing that those objectives are listed in the order of their priority ? 

Mr. Sprague. Not necessar ily. I think you can use your own judg- 
ment as to which is the most important. 

Mr. Fascent. You mean, there is no difference in the priority? 

Mr. Spracur. Yes, I think if you are asking me for my own priority 
list, I would be willing to state it, but you may have a different one. 
But the fact is, the program accomplishes all of these things and each 
in its own way is of considerable importance to the U nited States. 

Mr. Fasceiti. The Defense Department has not established a pri- 
ority ¢ 

Mr. Spracur. Not to my knowledge, no, sir. In order to increase 
this program, ladies and gentlemen, our request is for $1.9 billion this 
year and for a reappropriation of $500 million. I sincerely hope and 
believe that what this program has accomplished and what we hope to 
do with it through fiscal 1958, will receive the sympathetic considera- 
tion of this committee. 

It seems to me that the deterrent to war which exists, in addition to 
our own forces, is in the existence of effective allies throughout the 
world, well-trained, with the will to resist, and that any faltering in 
the program now would, I think, invite disaster for this country. 

Mr. Jupp. Mr. Chairm: an, maybe this question was answered while 
I was out or at some other time, but if not, I should like to have an ex- 
planation here more satisfactory than any I have yet heard as to why 
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this $500 million is - ta/rm so to speak, for reappropriation. Did 
you explain that, sir? 

Mr. Scion,’ Would you be willing to hold that question until this 
presentation is over? 

Mr. Jupp. Certainly. I just want to have it explained sometime. 

Mr. Spracur. Mr. Holcombe is going into it in some considerable 
detail. 

Mr. Futon. If those are the purposes of the program that you have 
set out, will you as a businessman tell me why so many of the m: vjor 
business interests, so many of the major businessmen, top-level men, 
are opposed to the United States mutual-security program and call it 
a throwaway, a giveaway program? What is wrong! Why do these 
business people ‘have to come into the Government departments to 
change their minds, but on the outside their same associates keep bat- 
tering away at the program as a foolish expenditure of American tax- 
payers’ dollars? Can you explain that to me? 

Mr. Spracue. I can only say that I think the executive branch, and 
perhaps it is also true of the Congress, have not undertaken to tell the 
American people in simple language such as this is just exactly what 
the facts are. 

Mr. Futon. I am not talking about the American people. I am 
talking -about the smart, educated businessman who is in the man- 
agerial capacity in this country and is supposed to have brains on this 
sort of thing. 

Mr. Spracve. I don’t think some of them that I have talked to 
understand the facts. 

Mr. Vorys. I think it is because he hasn’t had a chance to look a 
a presentation such as we have gone through, which is the best I have 
ever seen. I hope that the Congress and the country can get to see it. 

Mr. Jackson. Let me associate myself with your st atement. 

Mr. Vorys. I congratulate you on this presentation. 

Mr. Furton. There is something wrong with the line of communi- 
cation to the business executives in this country when they are so 
distressingly firm and strong and really vicious against this program 
and want it cut, want the heart cut out of it. If you will look 
United States business organizations, you will find their members al- 
most unanimous in their position against or to reduce this current 
program, which the President has already cut by $500 million. 

Mr. Sprague. I would be delighted to go with you before the United 
States Chamber of Commerce and make some friends. 

Mr. Futron. My comment is that the departments should be doing 
it. 

Mr. Jupp. I made a similar appearance before the chamber of com- 
merce meeting here in March, and I had a lot of invitations thereafter 
from chambers of commerce to appear at State or other meetings 
because nobody, they said, had sat down and told them what we were 
getting in this program for less than 10 percent of what it would cost 
us if we were to do it all alone, showed them that nowhere else could 
they y get so muc h for so little money. 

Mr. Sevpen. Does the chamber of commerce endorse this program ? 

Mr. Jupp. No, but they weakened considerably in opposition. 

Mr. Sexpen. It is my understanding that they have endorsed it but 
with some recommended reductions. 
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Mr. Fascetn. The statement I got was, “It would be terminated as 
expeditiously as possible.” 

Mr. Smiru. I would just like to suggest, Mr. Chairman, that we 
might go to work on Congress, but how in the world can Congress 
take this kind of material and understand it? 

Mr. Currrrriecp. I turned mine back today. I won’t even look 
at it. 

Mr. Smirx. It is perfectly ridiculous to expect anybody to under- 
stand what is in these volumes. We are supposed to be close to it. 
Yet the Members on the floor of the House are at a loss to understand 
it. If the Congress cannot understand it, how can we transmit it 
to the outside world? 

Mr. Sprague. This is a summary of it, which I think is very useful 
and on an unclassified basis. 

Mr. Smirn. If we could eliminate the secrecy with a lot of this 
material, you might put the program across. 

Mr. Jupp. All this was nonsecret this morning ? 

Mr. Sprague. Yes. 

Mr. Jupp. That is enough to tell the story, if we get it out. 

Mr. Fascetx. In terms of personnel, Mr. Secretary, and equipment, 
is this year’s estimate an increase over last year st 

Mr. Spracur. By “this year’s,” you mean 1957 ? 

Mr. Fascetx. This presentation. 

Mr. Spracur. 1958. We are anticipating the same expenditure 
rate in 1958 as for fiscal 1957, $2.2 billion. 

Mr. Fascenn. Is that an increase in personnel and an increase in 
combat equipment ? 

Mr. Spracup. It is an increase in combat equipment but not per- 
sonnel. 

Mr. Fascetn. We will have the same number of combat divisions in 
our allies if the rate of expenditure for 1958 remains the same as for 
1957? 

Mr. Sprague. That is not quite true, sir, because Germany, for in- 
stance, which is engaged in building up its forces now is not a grant- 
aid country any longer. So that the free-world strength will prob- 
ably be greater at the end of fiscal 1958 than it is now. But in terms 
of what the military assistance program is going to support, in terms 
of personnel, no increase is contemplated. 

Mr. Fasceti. Let me see if I understand that correctly. In other 
words, with the money that will be expended in fiscal 1958 for military 
assistance, we will not achieve any more combat troops than we had 
from our allies in fiscal 1957 ? 

Mr. Spracur. That is approximately correct. 

Mr. Fascetn, Translated into airplane squadrons and ships, how 
does that statement—— 

Mr. Spracur. I think in terms of combat ships there will be no 
significant increase. ‘There will be some increase in combat effective- 
ness of air strength throughout the world. 

Mr. Fascett. Then the major part of this expenditure will be for 
modernization ? 

Mr. Spracue. Yes, sir; with the sames forces they should be more 
effective. 
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Mr. Fasceitt. You are increasing effectiveness ? 

Mr. Spracue. In the same sense that our own militar y program in 
the United States for the same number or possibly even a slight reduc- 
tion in forces will be more effective because of the application of the 
new weapons to these forces. 

Mr. Fascetit. How many combat divisions did you say we are sus- 
taining with this program ¢ 

Mr. Spracur. More than 200. 

Mr. Fascetzi. Have we been at this level of sustenance for some 
period of years? 

Mr. Spracue. No, sir. 

Mr. Fasceitn. When did we reach 200? 

Mr. Spraccve. About 2 years ago. 

Mr. Fascetn. Does the future planning of the Defense Department 
contemplate we shall sustain a 200-division force ? 

Mr. Spracvr. I think that question could be better answered by 
Admiral Radford when he appears before this committee tomorrow 
afternoon. I believe it is our long-range intention to cut down num- 
bers of personnel in ground divisions as the new weapons make a 
lesser number of divisions as effective or more effective than the present 
number of divisions with the equipment that they now have. 

Mr. Fascetu. This will not be translated into any reduction in ex- 
penditures, is that correct? 

Mr. Spracue. No, sir; on the contrary. Where you are spending 
$105 per man, for instance, in Turkey, the figure that is required to 
provide modern equipment far exceeds in cost the cost of adding, for 
instance, another division to Turkey on that pay scale. 

Modern weapons are going to complicate the problem in terms of 
money very substantially. The only way within the limitations of a 
reasonable military assistance program ‘that we can accomplish the 
same or greater strength, with the same amount of money, is by put- 
ting in modern weapons. 

Mrs. Cuurcn. I am wondering if the 200 divisions, Mr. Sprague, 
represent only those who are actively allied to fight with us or if it 
includes all those to whom we are giving military assistance ? 

[Security deletion. ] 

Mr. Spracur. Those more than 200 divisions are divisions or divi- 
sion equiv: alents in countries with which we either have a bilateral 
security arrangement or countries that are in these defensive arrange- 
ments such as NATO or SEATO. 

Mrs. Cuurcn. This could be additional hope, even though lean 
hope? 

Mr. Spracue. Yes. 

Mrs. Cuurcu. I notice a figure [security deletion] in defense sup- 
port for Cambodia as against [security deletion] military assistance. 
I wonder what that [seer urity deletion] defense support could be. Is 
this the appropriate time to ask that; are you the person to answer? 

Mr. Spracur. We don’t have the responsibility for presenting the 
testimony on defense support. I think the ICA people will develop 
that for you. 

[Security deletion. ] 
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Mr. Spracur. The reason probably is, but I will defer to the ICA 
representatives, that these countries have practically no capability of 
supporting any military forces out of their own resources. 

Mr. Carnanan. I just want to say in addition to what Congressman 
Smith and Congressman Chiperfield have said regarding the informa- 
tion that is supplied for us, I think this information is required be- 
cause of reports by the Committee on Government Operations and 
the General Accounting Office that we haven’t been presented with the 
necessary information with which to properly evaluate the foreign 
aid program. It is appreciated and necessary that this detailed in- 
formation is here. Perhaps it should be kept in readiness so that it 
can be presented to the General Accounting Office or the Government 
Operations Committee if they want to make a further study. It will 
assist them in any study they want to make of the expenditures of the 

money. 

Mr. Jupp. I agree with the gentleman, that your Department would 
be derelict if it didn’t go to all this work and present it to us. If it 
wasn’t here, we would kick like a steer; if it is here, we won’t read it. 

Mr. Spracur. We felt we were per forming our obligation to Con- 
gress by giving them everything that we know about it. 

Mr. Jupp. If I have a particular problem, I want to be able to find 
the facts and I am mad if I can’t. But unless somebody kicks about 
something, I don’t look it up. 

Mr, Carnanan. I want to express my own personal appreciation 
for all this material. 

Mr. Jackson. It is necessary for me to leave. I wanted to say that 
whoever is in charge of “enlightenment of congressional committees” 
should certainly be c omplimented for the development of these charts. 
[ hope a request I have made can be fulfilled. 

The discussion about the books reminds me of the Bruce Bainrfather 
cartoon of the First World War, “If you know a better ’ole, go to 
it.” That just about fits this situation. £ 

[, for one, while I probably will never be able to get through any 
considerable portion of the books, feel it is helpful to know that the 
books are ae I don’t know what I could suggest to take their place. 

As the gentleman from Ohio has said, everybody screams for the 
books if they are not here. “Where do you find it? You bring us no 
information.” Certainly, you can’t be charged with not bringing us 
any information. I want to congratulate you on your fine presenta- 
tion. 

Mrs. Cuurcn. I would merely like to say that I appreciate the work 
that has been done. I shall certainly study the reports. 

Mr. O’Hara. Mr. Chairman, one question, if I may be given the 
time. I was interested in your ‘chart showi ing where $500 million had 
been saved. Where will I find more detail on that? 

Mr. Spracur. I think Mr. Holcombe here is about to show you that. 

Mr. Vorys. Can we have that now? We will get a bell in a few 
minutes. 

Mr. O'Hara. Is the chart merely reflective of an opinion or has it 
a factual basis? 

Chairman Gorpon. We have Mr. Holcombe here this morning. We 
expect to continue until about 12: 30. 
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Mr. Vorys. They are going to have the Consent Calendar first. 

Chairman Gorpon. I understand the presentation will last about 
15 minutes. 

Mr. Hotcomer. Mr. Chairman, I will make it 15 minutes. 

Mr. Chairman and members of the committee, I will explain the 
changes in the programing process that have taken place over the 
last year and how they have affected the requirements for military 
assistance. Witnesses who will follow me will discuss in as much 
detail as you like the individual country requirements and those of 
the special programs that make up these totals. 

Mr. Jupp. May I ask for the record that you tell us something about 
your background? Are you a professional Army man or one of the 
men 

Mr. Hotcompe. I am a civil servant, except for 5 years in the Army. 
I was most recently Deputy to the Defense Comptroller, Mr. McNeil, 
for Europe. I spent 3 years before that time as Assistant Director of 
Budget for the Department of Defense. I have been concerned with 
the military security program through the Comptroller’s side since 
it began. 

Mr. Jupp. Administrator or comptroller, primarily ? 

Mr. Ho.tcomsr. I am Director of the Office of Program and Control. 
I am no longer a comptroller. I am a programer and administrator 
of this'technical phase of the program. 

Mr. Sprague. In the Office of International Security Affairs, my 
office. 
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Mr. Hotcomen. A year ago, the Department of Defense undertook 
a study to find out where and how the funds made available for mili- 
tary assistance could be made more responsive to national objectives 
and with the best utilization and the maximum saving of funds. 
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It was determined there were three princ ipal problems that needed 
to be overcome for a substantial improvement in the programing pro- 

cess and the utilization of funds. 

The first one was that the military assistance program was out of 
phase, particularly out of phase with other defense programs, so that 
requirements were determined afterward, justification was made to 
the Congress afterward, production planning could not be done in 
phase w ith the other things that had to be bought out of other : appro- 
priations of the same type, tanks, aircraft, ammunition, and so forth. 
All of these delays meant the supply action had to be peaked into the 
latter part of the year for which funds were made available. 

Secondly, programs had to be made without a firm basis of prior- 
year programs because the time cycle was compressed. So they were 
overlapping. 

Lastly, there was inadequate data for a proper review by the re- 
view agencies that have an interest in the program and, in any case, 
inadequi ite time to use the data. 

Once these difficulties were isolated, it was possible to carry on 
steps to improve them. ‘These were immediately initiated. Obvi- 
ously, the problem of phasing could be helped by beginning the pro- 
gram cycle earlier. Therefore the program that is before you was 
initiated 2 months in advance of that for 1957, and for the next year 
we have already begun, 4 months in advance of 1957. The next step 
was to combine and coordinate instructions which had formerly issued 
from various headquarters at various times, some of them coming out 
relatively late in the period when the Military Advisory Assistance 
Groups were to prepare the data, and also to provide in these in- 
structions more technically precise and accurate instruction, so that 
the data received for one country could be readily compared with that 
of another country. 
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The last step to get on pliase was to combine what had been a long 
series of consecutive hearings by various executive agencies into a 
single roundtable hearing where everybody could come in and ask 
questions at one time. 

Once this was achieved, the next step of providing programs based 
on firm prior year programs was almost automatically accomplished. 

In 1958, for the first time, in ~ program that you have before 
you, no decision was made until a firm decision had been made as 
to 1957 prior year programs. So ‘that we do not have the problem 
that we had in the past in this regard. 

The solution to these two proble ms helped us with the problem of 
having enough data and enough time for the reviews by the various 
executive department agencies that are concerned. It was also neces- 
sary to take certain other additonal actions. One of them was to re- 
quire that the unified commands provide an areawide list so there would 
be a priority stated across the board for Army, Navy, Air Force and for 

each of the countries represented in those areas by the unified com- 
mand, so that one could be assured that the highest priority items 
could be had, without the necessity for extensive referral back to the 
field. 

For the first time, uniform reports of consumption and assets data 
was required to be submitted for each country so that we would not 
be programing on the basis of data which was essentially United 
States usage data but on the actual consumption and assets situation in 
the country. 

The last thing was to get the economic people, through ICA, the 
political experts in the Embassy and our own military people to- 
gether and get a uniform evaluation of the country capability, pointed 
directly to the immediate requirements for the next year. Thus, we 
could better evaluate the capability of the country to purchase or 
produce their requirements if it were well off, or, at the other end 
of the scale, if it was an undeveloped country, to analyze whether 
they had the capability of using the materi: il and training which 
might have been programed for them on the basis of pure military 
requirements. 

These have not achieved the full results that we expect of them. 
You never can in a period of a few months. But we have as a result 
of this process achieved a substantial improvement, and we have 
further based the request which is now before you on the fact that 
we expect continued advantages and continued improvements from 
the process already initiated. In fact, if we did not have continued 
improvement but leveled off here, we would not be able to make the 
full savings that have been reported to you and taken credit for in the 
1958 request. 

We might just briefly look at the time cycle which, as I have said, 
is an important part of this whole improvement. In 1956 most of 
the funds were made available to the military department, the supply 
agencies, in the last quarter of the fiscal year. 
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This particular stage in the cycle, the allocation of funds to the 
military departments to begin supply action, of course, is where you 
begin to pay off in the time process, because all of the time from the 
date the funds are made available until the date that you start supply 
action requires that much additional financing that really gets no 
faster or no better aid to our allies. 

To the extent that this can be pull ed back and take less of this 
administrative lead time, we éan ask for less carryover of funds from 
prior years without cutting down the pipeline or the actual production 
or supply lead time that may be necessary. 

In 1957 we have made this much progress. The bulk of the pro- 
gram was funded to the services the end of December and the beginning 
of January. It is not good enough, but much better than we had done 
the year before. 

Mr. Vorys. What is “ISA”? 

Mr. Hotcompr. That is the Office of International Security Affairs 
within the Defense Department that we represent. 

In 1958 we have contemplated and our program and our request 
for funds is based on getting out the funds for the military depart- 
ments for their supply ac tion within weeks after the appropriation 
is made available to the Department of Defense. 

This, as you will see, involves a great share of the amount that we 
have been able to reduce the carryover from year to year. There is 
this whole period for which we do not now have to require financing 
and therefore we can use the money for other purposes. 
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There is no savings of exactly $500 million that I can show you 
because, as Mr. Selden pointed out very well, we started with a $3 bil- 
lion program. Actually, it was more than that. We started with a 
program of $3 billion requested last year and $166 million reappro- 
priation, our then estimate of the unobligated funds that were to be 
appropriated, plus $4.4 billion that was obligated or reserved but not 
delivered and was part of the carry-forward from prior years. 

In fact, Congress provided about $2.2 billion, but also this is in 
addition to $4.4 billion carried forward from previous years. So 
there was a total reduction of $1,453 million, composed of $953 mil- 
lion, representing a congressional reduction, and another $500 million 
which has been reported to Congress as not required. There is no 
program between these two that shows an exact $500 million. The 
difference of $1,453 million is comprised of many hundreds of adjust- 
ments. 

Mr. Jupp. Wait a minute, Mr. Chairman, I am still not clear. This 
$500 million is the estimated unobligated balance as of the end of 
this fiscal year ? 

Mr. Hotcomesr. Yes. 

Mr. Jupp. The end of this month ? 

Mr. Hoxcomssr. Yes. 

Mr. Jupp. Last year it was 166? 

Mr. Hotcomes. It turned out to be 195. 

Mr. Jupp. You estimate it will be 500 this year? 

Mr. Hotcompse. Yes. 

Mr. Furron. Is that the amount the President has cut off ? 

Mr. Hotcomss. That is correct. 
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These seven items account, as you will see, for approximately the 
whole program. There are other items, plus or minus, which went 
into the reprograming as a result of the new techniques. You will 
notice that $1.1 billion of this 1 billion and a half is composed of the 
three major items and these are of the type which are ordinary 
routine maintenance items. 
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I would like to speak of the two bigger ones a little more in detail, 
if we have time. These are the kinds of items that once you have pro- 
vided enough for the maintenance of forces and for a reasonable pipe- 
line, you don’t need any more and you don’t get any greater military 
effec tiv eness by having more. 

Chairman Gorvon. Will those charts be inserted in the record? 

Mr. Hotcompr. Yes, sir. 

Mr. Sexipen. So you find that by stockpiling spare parts as we have 
in the past that some have become obsolescent, and, as a result, funds 
have been wasted ? 

Mr. Hotcomrer. That is a definite danger. But actually because our 
procurement is combined with the services on procurement, we can’t 

say that there is a stockpile of spare parts that belongs to military 
assistance that is obsolete. We have a credit against the Army for 
truck spare parts. We have a credit against the Navy for ship spare 
parts or Navy aircr a spare parts. So that whenever you advance 
the funding too much you are running into the possibility of obso- 
lescence, but it can’t be related. 
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Mr. Sevpen. How did you save the sum of $775 million that is 
shown on the chart? 

Mr. Horcompr. We had originally justified to Congress a total of 
$1,878 million for spare parts on components. Of this, $555 million 
was in the request for 1957—$1.3 billion was in the undelivered car ry- 
forward from the prior year. 

Mr. Seipen. Does the undelivered carry-forward extend all the way 
back to 1950? 

Mr. Hotcomse. They are indistinguishable because each year the 
prior years are lumped together. In the 1950 to 1956 program there 
was $1,319 million. In the first place, we took advantage of that 
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period that I showed you, by funding earlier, so you didn’t need as 
many months of pipeline out into the future. In the second place, we 
got more exact asset utilization and consumption rates from each of 
the countries and we programed on those and not on adjusted United 
States rates. We found their rates frequently were still lower and 
we programed on those rates. So we were able to use $331 million of 
the new funds that were requested for other purposes, though in fact 
some of them were not even provided to us as a result of the congres- 
sional reduction. 

We were also able to divert $424 million that had been earmarked 
or reserved against spare parts and components in prior years for 
other purposes, for the total reduction (and I don’t say savings 
because we didn’t save the part that Congress didn’t give us, obvi- 
ously) of about three-quarters of a billion. This rate has been carried 
on with a still further reduction. 

Mr. Sevpen. Is there any indication that you can cut even further 
into this spare parts fund ? 

Mr. Hotcompr. You can see we have a little bit. This amount is 
already based on our reducing the lead time required. So even this 
amount in 1957 would not be enough if we were not to get out the 
1958 follow-on funds to the military departments until, say, toward 
the end of the year, as was the case in 1956. So even this anticipates 
certain improvement in 1958. 

Chairman Gorpon. The committee will adjourn at this time because 
there are important matters on the floor. We will adjourn until 10 
o’clock tomorrow morning. 

(Whereupon, at 12:30 p. m., the committee adjourned.) 

(The following additional charts have been submitted by the De- 
partment of Defense for inclusion in the record :) 
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BETTER PLANNING (MAXIMUM USE OF COUNTRY CAPABILITY DATA) 
BETTER SCREENING (REGIONAL PRIORITIES-DATA AS TO ASSETS & USAGE RATES) 
BETTER FUNDING (LIMIT ADVANCE FUNDING TO REQUIRED LEADTIME) 
BETTER ADMINISTRATION (COORDINATE INSTRUCTIONS AND PRODUCTION 
PLANNING~KEEP. ON SCHEDULE) 


| BETTER DEFENSE FOR THE FREE WORLD THROUGH BETTER 
BETTER USE OF OUR $ $$$ MANAGEMENT 
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(The following tables have been submitted in response to a request 
by Mr. Vorys. See also p. 664.) 


Natural rubber—1955 


[Thousands of long tons] 


Quantity Percent 


cs Sora enieunebaboebenun 635 100 


United States production.............-...---- 





Secondary production...................---- a I a ir aah i ain 

Re ccckaccenmacdounewe ee ee ae 635 100 
i aban itieadcnwendcunainnoee 173 27 
a oa em wiiibieeis RS ee asi 231 36 
cee ‘i epee a ad a 37 6 
I ee cakadedadascnensssnchhnn 12 2 
,  __ PAS a il = 125 20 
Vietnam and Cambodia__........-.-.-_- Sia 5 a 42 Z 


i ae ee ee Se inka hldipeilaelgiel aie Pile i a ne aie ntlnce rtchndninsninee 15 








Manganese ore (including imports of ferromanganese in terms of ore 
equivalent ) —1956 


[Thousands of short tons] 


| Quantity | Percent 


Total United States supply --- la a a ok 3, 062 100. 0 
United States production__..__- a Beye ee cee ont 343 | 11.2 
Secondary production ---....-_- 7 es oe 

Total imports. ..._- - ' ale = 2, 719 | 88.8 
India a Wares ee ee - : 649 21. 2 
Gold Coast____.-- Bs : S ; ee Sd 288 9.4 
Union of South Africa. dita ' . 256 | 8.4 
Brazil-- Behan See aaa ah wy aebasene 7 Me tne es 237 | a9 
Cuba acetate =A ORE ee. RE 4 See 7 233 | 7.6 
Mexico on oa ‘ad - : a 171 5.6 
Belgian Congo.____--- x ‘ sab bea 164 5.4 
French Morocco__. i 95 3.1 
Angola. .- <a ~ i bee 59 | 1.9 
West Germany ! sae “s 32 4.3 
Japan ! ve ; ve: 2 4 = 96 | 3.1 
France ! ae eile yee 112 3.7 
Canada !_....... 3 ‘ seme is 102 3.3 
Other ?___.__- : : ae 125 | 4.1 


1 Imports are of ferromanganese. Origin of the ore probably same as listed above plus some Russian 
2 78 as ore, 47 as ore equivalent of ferromanganese. 


Cobalt—1955 


[Thousands of pounds of metal content] 


| 
Quantity | Percent 
(eee ———Eee = _ = a ED SS —_ —_ = | — — - -_ 
Total United States supply-.-_.-- : 21, 423 | 100.0 
United States production -- f : as 2, 609 12.2 
Secondary production. ..-.....-- ‘ on ean as euaen “ -_ 
oo fe ‘ TT: ; 18, 814 87.8 
Canada.-_.-.. signet plains baie ik calam 1, 347 | 6.3 
Belgium ichshe-dricke : : : 3, 978 18.7 
France _.. 3 | 
West Germany. iatanieie , hicamakanaeaigiets 608 2.8 
Norway. ‘ cs at a 250 13 
Belgian Congo-.- Secon : 12, 628 58.8 
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Tungsten—1955 


[Thousand pounds of contained metal] 








Quantity Percent 
- _ | = } — 
Tota] United States supply--..-- anteiael 36, 366 | 100. 0 
United States production.. b 15, 670 | 43.0 
Secondary production | ae 
Total imports. -. 20, 696 | 57.0 
Bolivia Rae ta 4, 561 | 12.6 
Korea ; | 2, 414 6.7 
Portugal 1, 933 | 5.3 
Canada ‘ | 1, 868 | 5.2 
Australia J i : 1, 678 | 4.6 
Brazil Sa 1, 318 | 3.6 
Spain es 1,051 | 2.9 
Belgian Congo... , 1, 163 | 3.2 
Peru 953 | 2.6 
Mexico RAG | 2.4 
Argentina RSS 2. 4 
Thailand 2.0 
Burma 9 
Union of South Africa. 9 
Other Se 
| 
Bauvite—1955 
{Thousands of long dry tons] 
| Quantity | Percent 
Potal United States supply iret | 7, 124 100 
United States production 1, 788 25 
Secondary production 
Total imports 5, 336 75 
Jamaica : 2, 527 35 
British Guiana 346 
Surinam 2, 463 36 
Diamonds, industrial—1955 
(Thousands of carats] 
| Quantity | Percent 
‘area alicia acide — | 
Total United States supply Sacdinibe madonna p dngeiledletaasidac aidan 15, 093 | 100 
United States production. aeiebtpinidaniaihadtindbanminnabinatneaeets None | 0 
Secondary production s a8 Docdadedateladudiget , at ale 
Total imports. ..- i a imi haineechteanl 15, 093 100 
United Kingdom sia : seiioaee cantante alanis ; | 6, 848 45 
Belgian Congo ead incieeotiastedeblasi buses woe aabbeeeee 4,972 | 33 
Belgium wikikead aii eet Re auk . ; < | 1, 018 7 
Union of South Africa peseahiecadeeateeaalate aati | 1, 037 7 
Netherlands on cedar paride cei oe | 318 2 
Canada Beve nds ‘ : ‘ oon ioe tneins 768 5 
Other i ‘ aa iia shiva 132 1 





MUTUAL 


Total United States supply--...- 


United States production 
ndary production 


Seeco 


ee 


Belgian Congo 
Belgium 
Bolivia 

Indonesia... 

BEMENDO 6 6 anacescse 
Netherlands. 
Thailand 
Others - - 


Chromite, 


Total United States supply--- 





United States production............-- 
iry production. .......-- assmeibes 
Total imports-_-..........- items 
I ee 
Tits alas 
Rhodesia I a his ata 
Union of South Africa...........-- ‘i 
Cuba... ‘sciei elie als i leek 
NN  cctae diet ieaia a aidenne ciaainewsemues 
I eee 
ae 


Total United States supply 


United States production.. 
Secondary production 
Total imports 


Algeria 
Belgium-Luxembourg 
Boli 
West Germany 
Mexico 

Mozambique. __- 
Union of South Africa 
United Kingdom___- 
Yugoslavia_. 
Others... 
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1955 


[Long tons] 


t" 
[ 


) 


all grades—1955 


1,000 short tons] 


Antimony—1955 


{Short tons] 


- 
‘ 


111, 


399 


655 


), 744 


, 033 
7, Of4 
, 765 
, 969 


, 126 


89 


, 208 


710 | 


Quantity 


, 981 


20 


ity 





23, 


633 


702 


, 247 


mw 


, 095 
a06 


214 


aid 


344 


, 891 


531 
796, 


803 





0 


0 
2.0 


0 
0 
0 
0 
5.0 
2.0 


1.08 


“In 


One os 


Percent 





0.0 


8.0 
2.0 


1.0 
6.0 
9.0 
6.0 
2. 0 
5.0 
2.0 


.08 


00. 0 


wai 
ne OOD 


_e DO 
~ > 


it 


100.0 


68.0 
32.0 
1.0 
3.0 
6.0 
1.0 
9.0 
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Platinum group metals—1955 


(Troy ounces] 


703 

















| Quantity Percent 

a — = -- os — —_—— -_—— —— —- $$ $$ | 
Total United States supply.* 207 ah ee 1, 029, 268 100. 0 
—) oe a 
United States production__..--- a" oon-| 23, 066 2. 0 
Secondary production. _-__- a n=l 32, 901 3 0 
Total imports-_-_..--- S edt 973, 301 | 95.0 
Canada..._.. ath Da . 358, 480 36. 0 
United Kingdom e aaa 281, 877 27.0 
Switzerland ont 1117, 513 11.0 
Netherlands based a 191, 225 9.0 
DHS. 2s aes J ; 182, 811 8.0 
Colombia__-...... é | 41, 395 4.0 

1 Probably of Soviet origin, 
Mercury—19565 
[Flasks] 
Quantity Percent 

Total United States supply........................- 49, 933 100. 0 
United States production_- 18, 955 | 38.0 
OOUELOE TUCUOLMNN doo 50s kbd ccciwcensidcedbabeaeun 10, 030 | 20.0 
Total imports. -- ‘ rf. aes 20, 948 | 42.0 
Mexico > i Z --| 10, 310 | 21.0 
Italy “ 579 1.0 
Spain ‘i petit taeda ehalaiaiatia ial 5, 524 | 11.0 
Y ugoslavia. 7 a 4, 325 | 9.0 
Others sedate omnia Suimacpesld Gees ics en eee ck 210 ie 


(The following material has been supplied in response to a request 
by Mrs. Church. See also p. 669.) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., June 24, 1957. 
Mr. Boyp CRAWForD, 
Staff Administrator, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Crawrorp: During the hearings of the Foreign Affairs Committee of 
the House of Representatives Monday, June 17, 1957, Mrs. Church raised several 
questions which she subsequently submitted in writing to Mr. Sprague for de- 
tailed answer, and which he in turn referred to the Department of State. I am 
setting out below Mrs. Church’s questions and the answers supplied to me by the 
Department of State. 

1. Question.—With how many and what nations do we have definite mutual 
defense arrangements which would take us automatically to their defense if 
attacked? 

Answer.—The United States is not committed by any agreement to use armed 
force in the defense of any nation under attack. The United States is, however, 
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committed to taking action of an unspecified nature, which may include the use 
of armed force, in assisting in the defense of certain nations under attack. First, 
as a signatory of the Inter-American Treaty of Reciprocal Assistance (Rio 
Treaty), the United States has undertaken to assist in meeting attacks in the 
treaty area against the 20 other signatories: Argentina, Bolivia, Brazil, Chile, El 
Salvador, Guatemala, Haiti, Honduras, Mexico, Nicaragua, Panama, Paraguay, 
Peru, Uruguay, and Venezuela. Second, as a signatory of the North Atlantic 
Treaty (NATO), the United States has agreed, in case of armed attack, to assist 
within the treaty area, by taking such action as it deems necessary, including the 
use of armed force, the 14 other signatories: Belgium, Canada, Denmark, France, 
Germany, Greece, Iceland, Italy, Luxembourg, the Netherlands, Norway, Portugal, 
Turkey, and the United Kingdom. Third, the United States has agreed, by a 
multilateral treaty (ANZUS) and 3 bilateral treaties, to act to meet, within its 
constitutional processes, an armed attack within the respective treaty areas 
against 5 nations: Australia and New Zealand, and China, Korea, and the Phil- 
ippines. Fourth, as a signatory of the Southeast Asia Collective Defense Treaty 
(SEATO), the United States has agreed to act to meet, in accordance with its 
constitutional processes, Communist aggression within the treaty area against 
(1) the 7 other signatories: Australia, France, New Zealand, Pakistan, the Phil- 
ippines, Thailand, and the United Kingdom; and (2) 3 nonsignatories: Cam- 
bodia, Laos, and Vietnam. The United States has agreed only to consult, how- 
ever, in case of aggression other than Communist aggression. 

2. Question.—With how many and what nations do we have agreements which 
would take us to their defense after “appropriate consultation” and the like, 
e. g., SEATO? 

Answer.—As pointed out in the answer to the first question, the United States, 
as a signatory of the Southeast Asia Collective Defense Treaty (SEATO), has 
agreed to act to meet, in accordance with its constitutional processes, Commu- 
nist aggression against the 7 other signatories of the treaty, and 3 nonsignatories, 
but only to consult in the case of aggression other than Communist aggression. 
In the case of Japan, the United States has agreed, in an administrative agree- 
ment negotiated pursuant to the bilateral treaty, to consult immediately in the 
event of hostilities in the area of Japan. 

3. Question—With how many and what nations are we so involved through 
their acceptance of the Eisenhower doctrine that we might be forced to come to 
their defense if the President so decided after they so asked? 

Answer.—The joint resolution provides that, if the President determines it to 
be necessary, the United States is prepared to use armed forces to assist any na- 
tion or group of nations in the general area of the Middle East requesting 
assistance against armed aggression from any country controlled by international 
communism. It is clear, therefore, that acceptance or nonacceptance of the Bisen- 
hower doctrine is not relevant to whether the United States would come to the 
defense of any nation in the general area of the Middle East. It would be rele- 
vant and indeed required, however, that the nation request military assistance 
from the United States, that armed aggression on the part of a country controlled 
by international communism occur, and that the President determine it to be 
necessary to render such assistance. If these requirements were met, the remain- 
ing precondition of assistance to be satisfied would be that the nation be in the 
general area of the Middle East. This area is not defined by the joint resolu- 
tion. For purposes of illustration only, however, it may be said that the follow- 
ing 18 nations are located in the general area of the Middle East: Afghanistan, 
Egypt, Ethiopia, Greece, Iran, Iraq, Israel, Jordan, Lebanon, Libya, Morocco, 
Pakistan, Saudi Arabia, Sudan, Syria, Tunisia, Turkey, and Yemen. 

4. Question.—With how many nations did the Richards mission make a definite 
commitment that the President would agree to come to their defense if so 
requested ? 

Answer.—Ambassador Richards made no commitment with any nation that the 
United States would come to its assistance through the use of its Armed Forces. 

Sincerely, 





L. J. Saccto, 
Assistant to the Director for Congressional Presentation. 
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TUESDAY, JUNE 18, 1957 


Housr oF REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee met, in executive session, pursuant to call, at 10:10 
a.m., in room G-3, United States Capitol, the Hon. Thomas S. Gordon 
(chairman) presiding. 
Chairman Gorpon. The committee will come to order, please. 
Mr. Sprague and Mr. Holcombe were kind enough today to return 
and continue this presentation. 
As the House meets at 11 o’clock, it is my thought the committee 
will proceed with Hr. Holcombe until the first rollcall. 


STATEMENT OF JOHN HOLCOMBE, DIRECTOR, OFFICE OF PROGRAM- 
ING AND CONTROL, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Hotcomssg. If the committee approves, I will briefly summarize 
in 2 or 3 sentences what I was saying when some of the members had 
to leave, and we will go on from there. 

In the programing of the program, which is now before the com- 
mittee, the Department of Defense as a result of a study last year 
made some very considerable changes in the programing technique 
which has resulted in a reduction of the total amount required below 
that requested and justified before the committee last yea 

That amount was $3 billion, plus an estimated $166 sili re- 
quested reappropriation of uciioned balance. In addition, of 
course, there was $4.4 billion carry forward fund which had been 
obligated or reserved but as to which no deliveries or expenditures had 
been made. 

The effect of the action of Congress was to provide $2.213 billion 
both in new and reappropriated funds, in addition to $4.4 billion of 
carry forward program. ‘Thus the difference between the amount 
justified and the amount which has actually been put into a program 
was $953 million congressional reduction in the appropriation, plus 
$500 million which has been estimated and reported as the unobligated 
and unrequired balance at the end of this fiscal year, or a total of 
nearly a billion and a half dollars. 

It is not possible to isolate any particular s avings of $500 million 
because there are 2 programs that are $114 billion apart. 

I will endeavor to show how the $1.5 billion reduction came about. 
I indicated yesterday how the advance in the timing of the alloca- 
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tion of the funds for the military department accounted for a con- 
siderable part of it. 

In total, there were several hundreds of changes up and down. But 
about seven changes in various programs account for substantially all 
of the reduction of approximately a billion and a half dollars. ~ 

The first 3 on this chart (see chart on p. 698), spare parts, am- 
munition and consumables, represent $1.1 billion of the reduction. 
These are recurring maintenance support items which require only 
enough funds to provide sufficient quantities to keep the military 
forces going, and an adequate pipeline or lead time. 

This has been accomplished in these three areas without turning 
down requisitions or directing that requisitions not be submitted 
where the item or materiel was actually required for the mainenance 
of the forces. 

Refinement of the advanced weapons program which I will go into 
in a little more detail later, was accomplished without the reduction 
of any required advance weapons which could have been produced 
within the normal lead time. This reduction again was effected by 


the same technical and careful scrutiny under the new management 


techniques. 
One hundred and forty-seven million dollars is accounted for by 
German stockpile. It was reported to the Congress last year that 


there were amounts in the German stockpile which had been pro- 
gramed and set aside before it was determined that the balance of 
the German requirements would be paid for by the Germans. This 
then gave us an asset which Congress was told last vear would be 
reprogramed for other purposes and the savings were accounted for 
in reports to the committee. 

We are now reporting (and we have included in the report of the 
$500 million) $147 million of assets which were origin: ally programed 
and purchased for the Germans which can be bought by the Germans, 
making those assets available for other places where the Congress 
appropriated funds. 

In the case of training, a $36 million reduction was again accom- 
plished without the reduction of any required training which the 
countries were in a position to accept. This was accomplished by an 
analysis of actual personnel skill shortages and also by an analysis of 
ability to provide trainees with adequate language background and 
adequate technical background to profitably absorb the training. 

In the case of Yugoslavia the reduction was effected as a result of 
a congressional mandate. 


STATEMENT OF HON. MANSFIELD D. SPRAGUE, ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Sprague. Mr. Chairman, I think it might be well to point out 
that before the last session of Congress closed and before we had com- 
pleted our hearings before the House Appropriations Committee we 
indicated a total savings in the program consisting of the items shown 
on this chart of $400 million, which in part accounts for the reduction 
the Congress effectuated in the appropriation request for that year. 
In other words, $400 million of it was reported last year and the bal- 
ance of it has been picked up since then. Is that accurate? 
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Mr. Hotcomse. That is correct. It was further stated in the later 
committees that new management techniques were underway to make 
additional savings and they would be reported to the Congress. So, 
to some extent this has been Sauer hte in the proceedings before 
Congress during the last fiscal ye 

Mr. Vorys. Mr. ( ‘hairman, have you gone over that ammunition 
item ? 

Mr. Hotcompr. I have a little more detail on that, Mr. Vorys, in the 
chart after the next one. I would like to talk a little more in detail 
about these three items, spare parts, ammunition and refinement of 
advanced weapons. 

In the case of spare parts we asked and justified last year a total 
availability of $1,878 million, including $559 million new obligational 
authority which was requested in fiscal year 1957, and $1,319 million 
of carry forward. This isa part of the $4.4 billion that I was talking 
about in connection with the prev ious chart, 

By the better analysis of lead time—you remember yesterday I said 
we made no decisions on 1958 until we were sure of wh at the previous 
programs were—we had firmed up these programs, which because of 
the pressure of the time cycle were not entirely firm at the time we 
were asking for the funds, 

But in this case, we put the whole thing together, looked at lead 
time and found that in some places we were funded far further for- 
ward than was actually necessary 

We also found, when we got exact asset and consumption data from 
the countries, that the methods we had been using in the past of taking 
United States consumption rates and reducing them by a factor pro- 
vided amounts that were higher than the countries were actually using. 

Chairman Gorpon. Mrs, Kelly. ‘Let me say that questions will be 
in order at any time. 

Mrs. Ketiy. On the undelivered, what proportion of that 1,319 is 
charged against fiscal years 1950, 1951, 1952, and 1953 ? 

Mr. Hotcomsr. I am sorry. The accounting system does not per- 
mit that kind of breakdown. 

Mrs. Ketiy. Could you get it? 

Mr. Horcompr. Under the statute we are required to consolidate 
our procurement with the military departments. As a result, during 

each year we place a demand upon them which they combine with 
thei ‘ir own orders for similar material, and it simply becomes an addi- 
tional amount of nuts, bolts, and so forth, in the bin or in their orders. 
It is not possible to determine whe n they make a delivery whether they 
are making it out of 1950, 1951, 1952, or 1953. 

If we tried to do that, it would be a very expensive and complicated 
bookkeeping system. It is not possible to determine for past year 
programs exactly what part goes to each year. We can give the total 
that went into the program each of those years, but it is not possible 
to determine from what annual program a particular item is delivered. 

Mrs. Ketity. Have you any method of determining how much is 
obsolete in the undelivered ? 

Mr. Hotcomsr. That is a matter we are working on. The stocks 
that are bought for us are combined with those for the Air Force, for 
the Army and Navy; the obsolete part that belongs to us is some 
fraction. 
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Mrs. Ketiy. What do you mean when you say “to us”? 

Mr. Hoxcomsr. To the military assistance program. The part of 
the obsolescence cost that we should take and the part that should be 
charged to the United States Air Force appropriation, and so forth, is 
a matter under consideration and negotiation right now. 

Mrs. Kexiy. You are talking about the Defense appropriation ; so 
can you find out how much of the whole Defense appropriation is con- 
sidered obsolete? If you got that percentage, we could weigh it 
against that, couldn’t we / 

“Mr. Hoc omBeE. In many cases the military assistance program has 
been coming in late on the program. In other words, in the case of 
an aircraft which already included most of the spare parts we contend 
the military assistance program should not just pay its prorated 
share 

Mrs. Ketuy. I am not interested in that. I am interested in how 
much of the whole defense program appropriation backlog is obsolete 
at this moment. 

Mr. Hotcomer. I think on the spare parts category we can get an 
estimate. 

Mrs. Ketiy. That is not on spare parts. 

Mr. Hotcomse. This is just spare parts and components. 

Mrs. Ketiy. How much materials, airplanes, and so forth, have you 
undelivered ? 

Mr. Hotcomse. That are obsolete? None. 

Mrs. Ketiy. How far is your military program of delivery of 
material other than spare parts up to date? 

Mr. Hotcomsr. We can furnish the undetermined balance. As a 
matter of fact, your book there shows the undelivered portion of all 

major items both worldwide and by area and country. 

Mrs. Kerry. What portion of the undelivered you can furnish is 
obsolete on a worldwide basis? Where is it? 

Mr. Hotcomer. It is on page 26 of the worldwide summary state- 
ment. It indicates the type of item. 

Mrs. Kerry. Tell me what book it is. 

Mr. Hotcomee. It is the worldwide summary statement. It shows 
the number of each of the major items that are expected to be unde- 
livered as of June 30. It is on page 26 and page 27. 

Mrs. Ketry. I will look. You continue. If you can just tell me 
where that is. 

Mr. Horcomee. This is the estimated undelivered number, as of next 
June 30 for each of these type ¢ of items. 

Mrs. Ketiy. This isn’t 1957. This is all your breakdown from 1950 
to 1957. 

Mr. Horcomer. This is the total amount undelivered from past 
programs. If any of these items were believed to be obsolete, we 
would delete them from the program, providing they had not already 
been purchased, in which case we would probably still delete them 
and take the loss. 

Mrs. Ketiy. I have seen this but could we get delivery of the dif- 
ferent years under the program ? 

Mr. Horcompr. Yes. We can give the amount that was actually 
delivered in each of the years but not from that year’s program, from 
all prior programs. 
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Mrs. Ketuy. Could we get 1950, what is delivered in 1951, 1953, 
1954, 1955, 1956, 1957 today ¢ 

Mr. Hotcomee. That is right. 

Mrs. Ketiy. We have had it in other years. It is just the accu- 
mulation up to date? 

Mrs. Hotcomse. Yes. 

Mrs. Keuiy. I request that, Mr. Chairman. 

Chairman Gorpon. It is so ordered. 

(The information requested is as follows :) 


Department of Defense deliveries of the fiscal year 1950-57 Military Assistance 
Program by fiscal year* 


{Millions of dollars] 
Fiscal year: 


Tee beth Shs och clttde s ciakd MIU abhettdnab teeta edd despite ee $68. 4 
FO Mis wicnisiccd : i ekth Shee 28h eit eet Olds ace aoe sy tlpdha bean ktane 1, 052. 8 
1952 5 cg ica 1 ies desea uiens esa oneaetdln tol nisin deaeitscaeielunsion enna 1, 358. 1 
1953 os ears va shee decinga execlahtdiis ive tinide had spike hens ah 
Ieee eee segue Ra deine an teagieei dest aeons ede npanaedaidtaah taiaacasnkiadea tae tae 3, 095. 5 
ey ae Niciiigodl, and aca acenc Bee Aree Pibehutbdbditedteat gadis diundaebie 2, O84, 7 
1956 43 Sk erase /s cihtie enh bared Sha AGES dae tate ke 2, 749. 4 
BO) A QUUURUOE ) eitcdincre hig tation Sa Se 


1 Includes equipment and supplies and excess stocks. 


Mr. Furron. Could we hear a little more on that point? Would 
yu yield on that point ? 

Chairman Gorvon. Mrs. Kelly is recognized. 

Mrs. Keuy. I yield. 

Mr. Furron. You see, the problem is twofold. The first is the 
accounting procedures, and the second is the scheduling procedures 
that are used. 

From what you say it is impossible to correlate the accounting 
procedures for past due programs because they are all bunched from 
fiscal year 1950 to 1956. 

Mr. Hotcomer. That is right, sir. 

Mr. Fuuron. On the scheduling procedures, you must have origi- 
nally set up a schedule for the delivery of advanced delivery items. 
You must have put in an order some place in the Department of De- 
fense at various military establishments for various items for future 
deliveries. 

Beginning with your orders, you then had advance delivery dates 
which were set because of the priority you may have had in the pro- 
gram, first, and second, because of the time of manufacture, the re- 
quired time of manufacture. 

I believe what the committee wants to know is this: That it would 
like to have a correlation of your ordering as against your deliveries. 
Could you do that for prior years? You must have on your records 
some place a setup showing what deliveries are overdue according to 
your orders. 

We in business are always looking at accounts receivable to see what 
are over 90 days. On your ordering, you are in a position where a 
lot of your orders are very much overdue. 

I think this committee would like to know the reason why the orders 
are overdue in large amount with various military establishments 
of the Government; and secondly, whether there is any obsolescence 
occurring by that delay on the items ordered in the program; and 
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thirdly, some correlation of amount so that we can see just how much 
the program has been, I guess the word is, sliding. 

If you were in a business and weren't getting your deliveries, you 
would want to know why, and whether it is causing any delay that 
makes obsolescence a real factor. 

Mr. Hotcomen. That is right. That is exactly the kind of analysis 
that has largely contri ibuted to this reduction of $1.5 billion. 

We haven’t been able to do that by the particular slices here that are 
1950, 1951, 1952. We have taken the whole amount, for example, of 
a particular type of spares, automotive spares, aircraft spares. We 
have related that to the monthly consumption, and then figured how 
many months we actually needed. And in so doing we found that 
we could do without $331 million. 

Mr. Fuuron. I think that is a good system. When you have made 
your grder and know that you are coming up with future deliveries 
and then the deliveries are not made on your order board, what are 
the dl linquencies on deliveries of items separate and apart from your 
dollar an lounts ¢ If there are delinquencies, has that resulted in 
obsolescence in the program, so that you now have to ts uke under the 


mutual aout ae ram items that are not quite up to date? 
Mrs. Ketuy. ny would like to continue on that point. 
Take France alone. [Security eo | You have estimated de- 


livery. [Se parity deletion.] ‘Therefore, delivered as of the end of this 
program is going to be your complete setup for that ? 

Mr. Hotcomer. That is right. 

Mrs. Ketiy. Every one of them will be delivered ? 

Mr. Hotcomspe. Yes. 

Mrs. Kerry. If you have it individually in this book and we have 
to search for I don’t know why you can’t give us a breakdown to 
France of pl: oa military equipment X number in the program froin 
1950 to 1957 and undelivered to June 30, 1957 is Y. 

Mr. Hotcompr. You have that. 

Mrs. KELLy. Yes, but I have to search for it. It is too difficult. 
Why can’t we have it on one sheet ? 

Mr. Hoxcomnr. On a worldwide basis, you have it on one sheet. 
This is the total worldwide. 

Mrs. Kerry. It is not earmarked for France or anything else. 

Mr. Hoxcomsnr. The part that is undelivered for each country is in 
each country section. 

Mrs. Kenziy. But I am asking you to put it on one sheet for me. 

Mr. Hotcomer. That can be done. 

Mr. Vorys. What are you driving at? 

Mrs. Keuiy. I am driving at plenty. When I get the answers, I will 
raise the question. 

Mr. Hotcompr. We can summarize the undelivered on a single sheet 
which will total with the worldwide summary. 

Mr. Jackson. When you arrive at the system whereby we can get 
the information without looking for it, I want to be in on it. 

Mr. Horcomer. As a result, Mr. Chairman, the amount actually 
used and actually programed in 1957 was $1.123 billion instead of 
$1.878 billion, for approximately a three-quarter billion dollar reduc- 
tion in this item alone. I repeat this was done without denying a 
single requisition or directing that a requisition not be submitted, ex- 
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cept in those countries where the country had the capability of pro- 
viding it for itself. 

Mr. Vorys. Is part of that reduction the pricing—— 

Mr. Hotcompr. A part of the billion and a half, something we esti- 
mate to be 90 millions is a difference in pricing. 

In the field of spare parts and components, practically none of it is 
attributable to pricing, because the items are so numerous that we 
haven’t been able to get the pricing applied yet. We have applied it 
first to the big items and the high value J — 

So, in this area practically none of would be attributable to 
pricing. 

Mr. Vorys. We used to have in our book JCS force goals. Does 
that appear any more ¢ 

Mr. Hotcompr. Yes; it does. This program supports the same forces 
that the original program justified last year was intended to support. 

Mr. Vorys. Can you, of the $755 million, tell us how much was 
due to reduction of forces or to time phasing, I mean, where you 
weren’t going to have the forces in being at the time that you thought 
you were 

Mr. Hotcomer. Substantially none of it. There may have been a 
case Where a minesweeper wasn’t delivered on time or something, but 
substantially we are talking about the same forces that are to be 
supported under the new program as under the old program. 

The difference is, Mr. Vorys, in the first place the countries were 
not actually consuming as much as we were programing for them; 
and secondly, that when we added together all this backup, as has 
been suggested here, and took that times the number of months it 
actus a t: oe to get it from the appropriation approval to spare parts 
in the hands of the consumer, we found it didn’t take as long as we 
had previously been planning, particularly in view of the fact that we 
are planning in 1958 to make the appropriated funds available to 
the military department at a much earlier time. 

So our differences here are not in force goals; they are in a redue- 
tion of the amount actually required by the forces. They are an 
elimination of overestimates of requirements and elimination of un- 
necessary advance lead time. 

We could made an estimate of those, but since they overlap it is a 
little difficult to break them apart. In other words, when you reduce 
the rate of consumption, you are automatically reducing the lead time 
because you are applying a different amount per month to the same 
number of months. 

Mr. Seipen. May I ask you a question? Will the countries be able 
to consume the amounts that you are now programing for them ? 

Mr. Horcomer. We don’t pretend that we have reached the ultimate 
in programing efficiency. We think we are much closer and, indeed, 
in some cases we may have to make some adjustments because we m: Ly 
have cut too low. 

Mr. Sevpen. Is there a possibility that you are still overpro- 
graming ? 

Mr. Hotcomer. I would be almost sure that there are places where 
we have not cut as much as we should. I would also be sure that there 
are some places where we have probably gone too deep. 

We are going to continue work on this. We may be able to make 
further reductions. Asa matter of fact, the 1958 program anticipates 
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to a certain extent that further reductions would be made, and if we 
did not make any further improvement we would not have enough 
money in the reduced amount we are asking. 

Mr. SevpEN. Do you plan to continually reassess this program ? 

Mr. Hotcomer. That is right. Our people in the field are getting 
more experience, and we are trying to tighten up the guidelines in 
order to get an exact answer from them. 

Mrs. Kenny. I want to make just one reference to my previous 
question. When you go back into these books, you find many ques- 
tions that you would like to raise. For instance, worldwide the quan- 
tity is 8,274 of a fuel tank, some pylon type, whatever it is, and this 
hasn’t been delivered for the entire period from 1950, and as of June 
this year you are going to have the same number undelivered. 

Are you doing : away with that item’ Are you requesting an au 
thorization for this item again this year? 

Mr. Hotcomer. This is a wing tank for aircraft. I think it is prob 
ably for one of the newer types of aircraft and is only in the later pro- 
gram, that—— 

Mrs. Ketiy. It couldn't be new because you asked for it in 1950. 

Mr. Hotcompe. This is in 1958. 

Mrs. Ketiy. Here you have a carryover. 

Mr. Hotcomer. This is a distribution geographically. What this 
says is that in the 1958 program, the one now be fore you, we are 
asking 8,274 of these wing tanks, Mrs. Kelly. They have not yet been 
distributed as to how m: iny of them will go to Europe, the Far East, 
and the Near East. 

This table does not have time periods. 

Mr. Pincner. Will the lady yield ? 

Mrs. Ketry. I yield. 

Mr. Prncuer. Under that same heading there in the United King 
dom. [Security deletion.| Is that new stuff or has that been since 
1950 ¢ 

Mr. Hoicompe. That has been since, I believe, 1954. 

[Security deletion. | 

Mr. Pincurer. We have appropriated the money ? 

Mr. Hotcomsr. Yes. [Security deletion. | 

Mr. Spracur. That contract is in the process of being canceled. The 
United States will not pay for it. 

Mr. PrwcHer. Who builds the Javelin aircaft ? 

Mr. Hotcomer. A British manufacturer. This was an offshore pro 
curement type operation. 

Mr. Prvcner. Is that true with all radar sets, 1,515 of one type and 
400 of another and none of them delivered 4 

Mr. Hotcomer. No, sir. The APX has not been delivered. I don't 
have the facts on that. We will have to find out when that was pro 
gramed. 

Mr. Pincner. We don’t know by looking at this in 1957 whether it is 
1957 or 1956. It covers everything. It could all be in 1956; is that 
the idea? 

Mr. Hotcomepr. That is right. 

Mr. Pruccuer. There is no way for us to dig in here to tell when it 
was programed. 

Mrs. Ketiy. That is what I am after. The point I am after is this: 
I know, and I approve what Mr. Jackson said, I don’t want you to 
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deliver under a program if you have X plane and you have a better 
one Y, in any of these instances that we are authorizing money for, 
if it is obsolete and you have in process at the moment something else. 
Should we keep adding to that money that you are requesting? Is 
there anything like that in here ? 

Mr. Hotcompr. As I will show you, Mrs. Kelly, by the reductions 
we have made, we have been able to transfer money into the newer 
sort of thing by cutting out some of these older things, some of these 
routine maintenance requirements which were not actually needed, 
In se doing we have been able to fund the whole advance weapons pro- 
gram without any reduction, because a reduction was made by Con: 
gress last year. 

This is an example of where we have done just what you are indicat- 
ing. We have taken the money from the thing where it wasn’t re- 
quired, in the ordinary routine maintenance sort of thing, and put it 
into the force improvement by advance weapons. 

Mr. Furron. The question is, in the affirmative, what is the current 
proposed authorization for the security deletion }. 

Mr. Spracur. Mr. Chairman, I prefer to answer that off the record. 

(Discussion off the record. ) 

Mr. Vorys. We want this part on the record, to see how this thing 
will be working from now on. 

Mrs. Keuriy. I asked the question of Mr. Hollister and he did not 
answer, but told me to ask the Defense Department. I asked the chair- 
man to submit those questions to the military, and I haven’t received 
the answer vet. As a result of these questions, you know what I am 
driving at. 

Mr. Vorys. Could [ ask, Mr. Chairman, as to the program of this 
committee? We have a quorum call. As far as I know, we will have 
two rollealls. 

Chairman Gorpon. Mavbe three. 

Mr. Vorys. Are we going to try to bob up and down through these 
three rollcalls ¢ 

Chairman Gorpon. No. We are going to adjourn at 11 o'clock, as I 
said. I want to announce to the committee that we have some secret 
papers here on Saudi Arabia. They were just given to me by the 
staff. 

Mr. Vorys. When will we meet again / 

Chairman Gorpon. We planned to meet this afternoon, but witb 
the condition on the floor, it may be hard to do. 

Mr. Vorys. I think we can meet at 2:30 0r 3 o'clock. 

Chairman Gorpvon. It all depends on what happens. 

Mr. Fuvron. Let's try it at 2:30. 

Chairman Gorpnox. We will recess until 2:30 this afternoon. 

(Whereupon, the committee recessed at 11:15 a. m.. to reconvene 
at 2:50 p.m.) 





AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. Thomas S. Gordon, 
chairman, presiding.) 

Chairman Gorpon. The committee will come to order. 

I have the pleasure to introduce Admiral Stump, Conunander in 
Chief, Pacific. 
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This is a continuation of the hearings on the mutual aid program, 
Admiral, and you may proceed with a statement, or in any wav vou 
prefer. If there is anything you don’t want recorded, just say so. 
This is an executive session. , 


STATEMENT OF ADM. FELIX STUMP, COMMANDER IN CHIEF, 
PACIFIC 


Admiral Stump. I appreciate the opportunity to appear before 
congressional committees to discuss military assistance in my com- 
mand. : 

Without past United States military and economic assistance, all of 
Southeast Asia and the Far East, with the possible exception of Japan, 
would be Communist today. Most certainly, Korea, free China, and 
Vietnam would have long since been under Communist control without 
our economic and military help. 

The assistance of the United States has enabled our allies on the pe- 
riphery around the Sino-Soviet stronghold to establish and maintain 
strategically located armed forces to defend against Red infiltrations 
and possible armed attack. Only with reasonable continued assistance 
can these indigenous forces maintain a required degree of readiness to 
enforce internal security and contribute to the collective defense of the 
area. 

At a cost of approximately a billion dollars a year in United States 
economic and military assistance, our allies in the Far East and South 
Asia have grown in strength and have stemmed the tide of commu- 
nism. Without continued United States assistance at recommended 
levels, the local defensive forces of our allies would not be possible. 
Furthermore, the United States would be faced with the astronomical 
costs and insuperable problems of increasing the deployment of United 
States forces if the present free world defense line is to be held. The 
United States is desirous of keeping an absolute minimum of its forces 
deployed on the soil of our farflung allies in this vast area of the 
Western Pacific. 

I recognize that the primary deterrent to major war between the 
Sino-Soviet bloc and the United States is our power of massive, atomic 
attack. However, I think we should realize that of equal importance 
to our future security is the fact that there are Communist methods 
short of total war which could result in the unacceptable situation of 
North America standing alone against the Communist world. We 
can most assuredly lose our ability to resist world communism by 
attrition, that is, the continued loss of more and more small allied 
countries. 

Asia is vitally important to Europe, to the United States and to the 
Free World. We cannot afford to lose more of Asia to communism. 
Our policy is to prevent the loss of another square inch of free soil. 
By our military and economic assistance to our allies in Asia and the 
Far East, we are doing the vitally important job of preventing them 
from being forced into the Communist orbit. 

Our primary objective is to promote peace—we are now promoting 
peace through strength. Allied strength in Asia and the Far East 
is dependent upon continued United States assistance. I believe that 
dollar for dollar we are spending our limited resources with extreme 
wisdom in providing our allies the kind and amount of assistance 
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included in the programs for Asia which this committee now has 
under consideration. 


| Security deletion. | 

Admiral Stump. The strategic importance of Asia we feel is tre- 
mendous. You know, the Soviets, ever since the time of Lenin, have 
said that the way through Europe lies through Asia, and that they 
are very interested in acquiring control of all this land mass. 

[ clon’t need to tell you what they have and what they don’t have, 
but essentially it is because of American aid that the free countries 
in Southeast Asia—and I might say also Korea and Japan—have been 
able to exist against communism. Otherwise they couldn’t possibly, 
as you well know, have survived. 

KKorea is divided, north and south. Vietnam is also divided, North 
Vietnam above the 17th parallel is Communist, and the South is free. 
The situation now is static both in Korea and in Vietnam. 

Just south of the border, here, are two United States divisions and 

ie ROK Army in Korea. In Vietnam, we support the armed forces 
of South Vietnam. 

We have perhaps made the greatest progress in Vietnam in the last 
3 vears. They have become pretty well stabilized under their Presi- 
dent, who was here a month or so ago. Although it is an uneasy 
peace, an armistice, nevertheless, people can travel freely there 
throughout that part of the country, with some difficulties at times, just 
like we might have in the United States. Women, now, sometimes 
drive from the South Vietnam-Saigon area over to the capitol of 
Cambodia, without any protection. A year and a half ago that could 

t have been done. Neither could the ‘y drive through South Vietnam, 
W whi h they now do. 

| Security deletion. | 

\dmiral Srume. I shall now refer to the second chart. 

(A classified chart was shown entitled “Communist Miltary 


Stroneath 


[Security deletion. ] 

Admiral Srump. I think it would probably be a good idea if I told 
you a little bit about the size of the forces we are supporting there by 
breakdowns in countries. 

Mr. Morano. Before you do that, may I ask a question, Mr. Chair- 
man ¢ 

Chairman Gorpon. Mr, Morano. 

Mr Morano. There have been continuing reports in the newspapers 
that the Red Chinese are building up opposite Matsu, and apparently 
from reports they may be ready to strike. I was wondering if you 
would like to make any comment on these reports. 

Admiral Srumr. I would like to say that off the record. 

Chairman Gorvon. Off the record. 

( Discussion off the record.) 

Chairman Gornon. Mrs. Kelly. 

Mrs. Keiiy. I would like to go on the record. 

At this point, since the Pentagon is winning their fight, according 
to the newspapers, of building up the South Korean troops as a result 
of the abrogation of the cease-fire agreement, and Korean truce, will 
the South Korean troops and the Nationalist troops on Taiwan, 
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l’ormosa, have good enough materiel, at this point, to fight, them- 
selves? 

Admiral] Stump. Mrs. Kelly, I would rather not answer that ques- 
tion, if I may. 

Mrs. KEvy. If you prefer, I accept your request to go off the record. 

Admiral Srump. Well, let me go off the record. 

(Discussion off the record. ) 

Mr. Farssrern. Now I would like to go on the record. 

Admiral, in connection with the modernization of forees—now by 
that I have no reference to weapons. Is it possible to modernize the 
Chinese forces on Taiwan? I have been reading that the Chinese 
forces are becoming overage. Are we doing anything to build up 
the Chinese Army there, or is it a static situation / 

Admiral Srumpr. I can answer that on the record, if you would 
like. We have been building up the Chinese Army at a very satis- 
factory and progressive rate, ever since we started irying to do so. 

[Security deletion. | 

Admiral Srumr. These Taiwanese speak the Fukien dialect, which 
is the same as that spoken in the Fukien Province here in China, As 
a matter of fact, the Generalissimo came from Fukien, himself. It is 
the same blood, and they speak almost the same language, 

Chairman Gorpon. Mr. Prouty. 

| Security deletion. | 

Mr. Prot TY. What is the attitude of the Taiwanese generally toward 
the Nationalist Government? Does that create a problem / 

Admiral Stump. I would like to answer that off the record, please, 
if I may. 

(Discussion off the record.) 

Mrs. Keiity. What evidence have you of the number of submarines 
possessed by the opposing forces in this aren é 

Admiral Stump. We have very good evidence. And off the record. 

(Discussion off the record.) 

Chairman Gorpon. Dr. Judd. 

Mr. Jupp. Adiniral, it is nice to have you here again. We always 
feel secure when we know you are in charge out in the middle of the 
Pacific. IT wish some of the people who spin theories here at home 
lived as close to the realities as you men do, and were as little befuddled 
as Vou are. 

You have a lot of information, obviously, about the streneth of the 
Communists. What about all these conflicting stories that come out 
about unrest, or the denials thereof, on the mainland of China? To 
what extent are the Communists hard-pressed, either from the stand- 
point of public support or supplies or aly other factors hecessary to 
give them offensive capability 4 

Admiral Stump. I always have difficulty in knowing what Is confi 
dential and what isn’t, so if Dr. Judd would let me, IT would say it is 
all off the record. 

Mr. Jupp. Surely. 

(Discussion off the record. ) 

Chairman Gorpox. Has anyone any particular questions here ? 

Mr. Fulton ? 

Mr. Funvron. I would like to say, Admiral, we are glad to have you 
here before the coninittee and we are alway 5 olad to see vou. 


les 


rd. 


you 


MUTUAL SECURITY ACT OF 1957 717 


Could you comment on the part that Australia and New Zealand 
might be playing in the defense of the area ? 

Admiral Srume. Yes, I can. 1 was going to mention that later. I 
have talked pretty much about free China, here, and I can say that the 
state of training of the Chinese Army is at a point where the goal has 
been partially achieved that we have been trying to achieve there. 
Our job now is to keep the army in the proper state and in the proper 
morale, 

[ would like to mention these other countries first and then answer 
your question, if I may. 

Mr. lh ULTON, Could I ask you about the age 2TOUps in the army on 
Taiwan, what is happening on the age groups 4 

Admiral Stump. I went into that awhile ago and said the age is 
actually coming down. I have the figures right here. 

| Security deletion. | 

Admiral Srumep. In the Philippines, the Communists had a sched- 
le back in 1950 of taking over the Philippine Islands in 1952. Then 
Magsaysay got to be Secretary of Defense, and pursued a strong policy 
against them, It would be interesting to tell some tales on how he 
acted against the Communist leaders, maybe the way we ought to, 
sometimes. 

| Sec ur ity de letion. 

Admiral Stump. Before I go to our treaty obligations I would like 
to sum up by saying this: I believe that dollar for dollar, we are get- 
ting more American sec urity for the United States by what we are 
spending on foreign aid in Asia from Korea clear down around the 
periphery of Communist a the Sino-Soviet bloc, to Thailand, than 
we would be if we spent it in any other way. 

We all don’t want to spend money for foreign aid, but here I think 
we are spending it for the United States and getting a tremendous 
amount per dollar. 

Mr. Farrsrerx. Admiral, 1 don’t know whether you would care to 
answer this question or not, but can you in the foreseeable future see 
anyendtoallthis? Tam talking about aid. 

| Security deletion. | 

Mr. Jupp. You haven’t said anything about Indonesia. It isn’t 
directly in your bailiwick ¢ 

Admiral Srumr. I would be glad to say something about Indonesia 
off the record, if I may. 

(Discussion off the record. ) 

Mr. Zanvockr. Mr. Chairman. 

Chairman Gorvon, Mr. Zablocki. 

Mr. Zantockt. Admiral Stump. your comment on our failure to 
meet the ideological warfare of the Soviets disturbs me greatly. I 
am sure you will agree that economic warfare is just as important as 
military warfare. 

Unfortunately, some individuals advocate that the United States 
relax trade restrictions with China. Would you care to comment 
whether such a step would be detrimental to the interests of the United 
States ? 

Admiral Srumr. T have already answered that and T said I would 
not like to answer that on the record simply because it was not my 
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business. I said I would answer as an American citizen, but it isn’t 
my business. 

Off the record, I said—— 

( Discussion off the record. ) 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Boron. In your opinion do we have more men than is neces- 
sary on Formosa ? 

Admiral Stump. Do we Americans have more men than necessary ? 

May I answer this off the record, if I may ? 

Chairman Gorpon. Off the record. 

( Diseussion off the record. ) 

Chairman Gorpon. Dr. Judd. 

Mr. Jupp. Perhaps we shouldn’t get into this, but a tough prob- 
lem before this committee is this status of forces business. Girard in 
Japan is under your command. That is the people over him are 
under you, is that correct / 

Admiral Stump. They will be July 1, sir. They are not now. 

(The chart entitled “Command Area” was referred to. ) 

This area is the same as it was under Admiral Ridgway. 

On July 1 I will be in Tokyo and take over that. 

[Security deletion. | 

Mr. Jupp. The judge decided the man can’t be turned over, it vio 
lates his constitutional right. That will put you in a kettle of fish 
out there. 

(Discussion off the record.) 

Admiral Srump. I would like to tell you about our SEATO 
Treaty. As you know we have a mutual defense treaty with the na 
tion’s in this area which includes the Philippines, Thailand—they are 
very strong members—Australia and New Zealand, United States, 
Great Britain because of Singapore, and France because they have 
some interests in the Pacific, and Pakistan. Pakistan is also in the 
Baghdad Pact because this country is both here, you see, and over in 
here, you see, between India and Burma. The SEATO countries 
have made certain military and economic plans. Because of Australia’s 
membership in SEATO and because she is a member of the Colombo 
Pact, Australia last year gave 2 million pounds in economic aid to 
these Asian countries in Southeast Asia. That question was asked 
awhile ago as to whether Australia and New Zealand participate. 
Australia is just a little country that has a shortage each year in 
sterling and international exchange but nevertheless she did give 
2 million pounds which is about 4 and a half million dollars. 

Mr. Furron. Could you comment on the trust territories in the 
Pacific and what relation they have to the defense of the area / 

During World War II, I have been out through that area and it 
was my bill that gave us the power to take those former Japanese 
mandated islands over as a trust under the Security Council of the 
United Nations with the right in the United States as trustee, to fortify 
them. 

[Security deletion. ] 

Mr. Fuuron. There had been a submarine or two reported in the 
trust areas. The vessel was unidentified. Have there been any of 
those alarms lately in the last year or so? 

Admiral Stump. I would like to answer that off the record. 

(Discussion off the record.) 
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Chairman Gorvon. Admiral, it was stated in the press that the 
Japanese would like to get the return of the Island of Okinawa. 
Would you make some comment on that? 

| Security deletion. | 

Mr. Jupp. Admiral, I want to read a page of a letter I have received. 
It is the kind of thing that troubles us a lot. It is about our military 
aid estimates for 1959. 

| Security deletion. | 

Admiral Stume. I have Colonel Schellman here and he knows 10 
times as much as I do about this. He goes out to [security deletion] 
every once in awhile and really gets into the thing. This officer re- 
ferred to in the statement was a MAAG representative called to 
Pearl Harbor recently to discuss these programs. We change a lot of 
those things on programs the statement refers to, before the programs 
come into Washington. 

Could I have Colonel Schellman comment on that? 

Mr.Jupp. Surely. 

Mr. Vorys. If you will look at page 36 of this Pacific book, you will 
find the stuff for this year. 

Mr. Jupp. This is for fiscal 1959. You are now working on that 
and he had to get the estimates over to CINCPAC by the Ist of June 
or something like that. 

Colonel ScuetLMAN. That is right. 

Mrs. Ketiy. You have a lot of trucks for delivery. 

[Security deletion. | 


STATEMENT OF COL. ROBERT SCHELLMAN, PACIFIC COMMAND 


Colonel ScuettMan. From a program technique viewpoint if there 
are any questions as to quantities which Mrs. Kelly is discussing at 
the present time, I would like to refer that to the Office of the Secretary 
of Defense people here. But, to clear up the question of the process 
of handling programs, we have a deadline to meet in submitting these 
programs in Washington here, that requires us to look ahead and work 
on 2 and 3 programs at the same time at both the MAAG’s and at 
the unified command level at CINCPAC. 

The 1959 program that this statement referred to was submitted to 
CINCPAC by hand carry of representatives of the Military Advisory 
Group which this gentleman refers to in his statement. That program 
had to be in CINCPAC in the early part of June to meet the assigned 
deadline. 

The exorbitant quantities of equipment referred to in this statement 
are tested against these tables of organization and equipment to verify 
the actual need for the quantities and type of equipment. In testing 
this at CINCPAC, we have to have some basis to go on and if we 
cannot get [security deletion] the opportunity to work with the in- 
digenous people to come up with an acceptable table of organization 
and equipment, the only alternative we have is to develop the best 
table of organization and equipment that our people on the spot can 
come up with. [Security deletion. ] 

Taking this table, for each unit in the [security deletion] armed 
force, we add up the total requirement, subtract what the country 
has in its hands or can produce itself and the net is the aid require- 
ment or assistance requirement that we submit as part of the program. 
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Now, if there is any of what we consider unjustified quantity or type 
of equipment in a program when we get it at CINCPAC, we screen 
it out there and if we should happen to overlook any quantity or type 
of equipment that is excess, it is screened out by the military depart- 
ments and the Office of the Secretary of Defense for International 
Security here in Washington. 

| Security deletion. | 

Mr. Jupp. There are two main complaints. One is that we send 
out new people who surely are no better acquainted with supply mem- 
bers than the Americans on the ground. The other is that it 1s pro- 
posed to bring in new equipment before we have received an inven- 
tory, demanded over 6 months ago, of what they already have and 
the condition of the equipment. 

I was going to bring this up this morning, but we ran out of time, 
when we were discussing the new programing procedures. They 
were assuring us from the Pentagon that they were now making each 
year’s estimates of need in terms of firm inventories and reports of 
what had been done with what was sent last year. 

Now, here they are asking us to send more out without such firm 
inventories. This is where you and we are always getting criticized. 
When a story like this gets into Reader’s Digest, for example, people 
just raise the devil with us. Iam bringing it up not to get anyone 
into trouble, I just want to avoid any situation where it might be 
shown we overprogramed or where equipment was beyond their capac 
ity to use or wasn’t effectively utilized and so on. 

Admiral Stump. We screened out a tremendous amount of equip- 
ment at CINCPAC Headquarters before we submitted the program 
to the Secretary of Defense, and I expect a great deal of what he com- 
plains about—and I will try to remember to check that when I get 
back to headquarters—I expect a great deal was screened out in CINC- 
PAC Headquarters. 

[Security deletion. | 

Mr. Jupp. I know that the tendency, regardless of who it is that 
goes out, is first, to overestimate the capacity of - le to use our 
equipment, and second, to bring in our expensive stuff when oftentimes 
adaptations of local things can be used better. Why should we bring 
in tents if they can build a straw shelter in quick time that is better 
camouflage ? 

It is as hard for the American doctor, teacher, or officer to adjust to 
local situations as it is for them to adjust to our equipment. 

[Security deletion. | 

Chairman Gorpon. Admiral, thank you very much for your presen 
tation this afternoon. 

We are to hear from Hon. Donald A. Quarles, Deputy Secretary 
of Defense. 

Mr. Quarles, have you a statement or do you want to make a presenta- 
tion ? 

Mr. Qvartes. Mr. Chairman, I have a statement I will be very glad 
to present if the committee pleases. 

Chairman Gorpon. You may proceed. 


a 
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STATEMENT OF HON. DONALD A. QUARLES, DEPUTY SECRETARY 
OF DEFENSE 


Mr. Quarues. Mr. Chairman and members of the committee: I 
appreciate the opportunity to appear today before this committee. 
My purpose is to discuss the muti: al security programs—about which 
the President has recently said, “There are no dollars today that are 
being spent more wisely for the future of American peace and pros 
perity * * The attainment of a just and oe peace, as well 
as the maintenance of our present high level of prosperity, are cer 
tainly the ultimate goals of these programs. 

The military assistance program, supporting as it does our part in 
our worldwide collective secur ity system, promotes the development of 
reliable defensive and deterrent strength throughout the free world 
under terms that are favorable to the United States. Defense support 
is essential to enable some of our allies to maintain forces committed 
to the maintenance of free world peace and security without jeopard- 
izing the stability and independence of their economic and political 
institutions. Technical cooperation and the development loan fund 

re designed to strengthen the economic bases of some of the less fully 
dle ve loped nations of the free world, thus not on ly assuring their inde 
pendence but also expanding the world trade and investment poten 
tials on whie hy ra and our continued prosper ity cle ‘pe nas. 

The threat to the future of American peace and a perity which ts 
posed by sgititaud | international communism was never greater than tf 
istoday. It is a threat which the rapidly adva lee and war-oriented 
technology of the Soviet Union has mounted li) unprecedented power 
and diversity. They have maintained massive forces aud have devel 
ae modern Weapons of terrible potency with delivery svstelis 

ipable of spanning the continents and seas which formerly were bar- 
riers between us. 

The consequence has been that, for the first time in history, the 
United States is exposed to the possibili ty of an instantaneous and 
vw idespre md attack of the most viole ntly destrue tive sort. 

Our approac h to this aspect of the threat of tod iV has been to de- 
Ve lop the pote nti: lity for such immediate and decisive retaliation that 
hiassive agere SSION ag iinst Us woul | be ot ho i acy: abtage to the Soviet 
Union. But the possibility of such an all-out attack is not the only 
tactic available to the Communists. They have pe fected the tee hi- 
nique of infiltration and local aggression to a point where it must 
figure importantly in all of our own defense thinking. Any further 
erosion of the free world by the Communists would have a number of 
very unfortunate effects on our defense position. 

First, the expansion of their sphere of domination and influence 
would increase the threat to us by giving them more advanced bases 
from which to mount an air-atomic attack. Seeond, it could enhance 
their ability to engage in furthe A localized excursions Into our free- 
world positions. Finally, the loss of any part of the free world would 
have a serious effect on the determination of free nations to resist eco- 
nomic and political domination and on their spirit of independence, 
in the absence of which we in the United States could hardly build a 
secure and prosperous future. 
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The free world’s answer to this insidious aspect of the Soviet threat, 
and one which in addition enhances our own deterrent power, has been 
the development of a worldwide collective security system in which 
United States strength is united with that of 42 other nations with 
all forces committed to the common task. In furtherance of these 
arrangements, and in order to give them real backing, the United 
States carries on its defense assistance program of military assistance 
and defense support. 

This program assists our allies to build up their defense forces 
through the provision, to many of them, of military equipment, sup- 
plies and tr aining, and, to several of them, of economic assistance to 
help their economies bear the burden of sizable military forces. To- 
ward the mutual goal, these allies provide manpower, ‘bases, and, in 
the aggregate, by far the greater part of the financing of their defense 
requirements. The result has been the development of a free world 
defense force of incaleulably greater strength and effectiveness than 
would have been possible without our mutual effort. 

It is not difficult, then, to see why we regard the defense assistance 
program as one of the important parts of our own overall defense 
effort and why we are asking that the funds for both miiltary assist- 
ance and defense support be included in the Department of Defense 
appropriation legislation. The program is an essential element in our 
long-range defensive planning na will continue to be so as long as it 
makes an effective and worthwhile contribution to free-world secur ity. 
In order that this necessity for continuing milit: ary assistance and re- 
lated economic support may be clearly recognized, we are also request- 
ing that there be enacted in the mutual security legislation a contin- 
uing authorization for the program, and for the appropriation of 
these funds on a no-year basis. This authority would have the addi- 
tional advantage of permitting us to phase these programs in with the 
budgetary cycle of the rest of our defense programs. 

In order that we may continue to realize the benefits which our 
investment in mutual security is paying, the President is requesting 
new obligational authority of $1.9 billion for military assistance and 
$900 million for defense support in fiscal year 1958. The program to 
which these funds are to be devoted is designed to help our allies 
maintain the forces we and they have developed, to increase their 
effectiveness through modernization, and to provide the added assist- 
ance necessary to enable the economies of some of our allies to support 
sizable military establishments. 

It is essential that these forces be so equipped as to be effective 
against the Communist menace in whatever form it takes. The great 
technological advances which the Soviet Union has made in recent 
years dictate that certain of the free world defense forces must, in 
order to accomplish their mutually agreed missions, have the latest jet 
aircraft and missiles and early warning and electronic communica- 
tions systems. 

Continuing a program which we initiated last year, we expect to 
apply an important part of the funds requested this year to the pro- 
vision of such advanced weapons to those of our allies who are able 
to make effective use of them or who can develop such a capability if 
provided the necessary equipment and training. The success of our 
worldwide system of collective security depends on our taking prompt 
action to help these allies keep pace with the force posed against us. 
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The military assistance program for the coming fiscal year has been 
austerely designed to meet our international commitments and to pro- 
vide that minimum support of our mutual defense system that our own 
interesis in this uneasy world require. Without jeopardizing g the 
accomplishment of either of these goals, the President’s request for 

$1.9 billion reflects a reduction of $500 million from the amount in his 
original budget. This reduction has been made possible through 
careful screening of the needs to be met with the total funds available 
to us during fiscal year 1957. The request for new funds for fiscal 
vear 1958 has been scrutinized in this same way and is the minimum 
which is considered necessary for the effective maintenance of our 
security through militar ¥v assistance, 

I want to emphasize that the defense assistance program has been, 
and remains, an essential and integral part of our own defense efforts. 
Our contribution to the great buildup of free world strength that has 
taken place in the last 10 years, although indispensable, has been small, 
indeed, compared to what it would have cost us to build up comparable 
strength entirely with our own resources. And through this program 
we have assured that vast areas of the world, the loss of which would 
seriously threaten our security, remain free and independent and with 
well-trained forces - uly to joi with us in meeting the common peril. 

I am convinced that the investment that is nece sary to maintain 
our support of this collective strength is among tis: very best that we 
can make in our continued quest for lasting peace and security. 

Chairman Gorvon. Thank you very much, Mr. Secretary. 

We will reverse our seniority in the committee and I will start at the 
bottom of the committee list. 

Mr. Prouty. 

Mr. Proury. Mr. Secretary, it has been interesting to have you here, 
and I have listened to your statement with a great deal of interest. Do 
you feel in the future our emphasis more and more is going to be 
placed upon advanced weapons, atomic wea pons of one kind or an- 
other ? 

Mr. Quarters. I think that our relative emphasis in the future will 
be increasingly on advanced weapons, yes, but I wouldn’t want to be 
construed as saying that it will carry us to the point where conventional 
weapons will no longer be important, because I think they will both 
be important. 

Mr. Proury. If any progress is made during the present disarma- 
ment conference in London, will there be reason to hope that our arma- 
ments can be reduced in the near future ? 

Mr. Quarves. Well, taking your question just as you have stated it, 
Mr. Prouty, if they make progress it will offer us hope. Now, what 
progress they make will govern what hope we have and how soon it 
will be realized. T can’t carry that into very specific terms, but cer- 
tainly there is hope in the London disarmament discussions in the 
direction of long- term reduction of these require ments. 

Mr. Proury. But you are not suggesting that any major reductions 
are possible now. 

Mr. Quarters. I am suggesting reductions in our requests now. 

Chairman Gorvon. Mr. Farbstein. 

Mr. Farsstern. No questions at this time, Mr. Chairman. 

Chairman Gorvon. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 
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On page 2 you have stressed the point that international communism 
Was never greater than it is today. You are referring to all over the 
world ? 

Mr. Quarters. All over the world, Mrs. Kelly, but, of course, pri- 
marily the threat is from the Soviet Union. 

Mrs. Keuiy. And the threat is not limited to any one section of the 
world at this moment ? . 

Mr. C1 ARLES. | was thinking of the threat to our security, cons dered 
in a global sense. 

Mrs. Keitiy. Further down on the page you say they have perfected 
the technique of infiltration, local aggression, and so forth. Have we 


progressed to a vreater degree or are they progressing faster than we 
are ¢ 

Mr. Quarces. T should say that we have progressed to a great degree, 
but that viewing the matter in a purely miliiary sense, it is my own 


feeling that their military buildup has been more rapid than ours, 
putting it the other way, that our military advantage is less today tha: al 
it has been in the past. 

Mrs. Keniry. Pardon me. Will vou re peat the latter remark ? 

Mr. Quarves. Our military advantage is today actually less than it 
has been in the recent past. 

Mrs. Ketry. This is sad but evident. That being the case, then, that 
leads into my next question: I have always understood that we are 
more or less depe sndent on, let us call it. the vreat deterrent. That being 
the case, then, on page 3 you mentioned it enhances their ability to 
engage in further loc ali Ze " exc ursions. 

Are we not going into a defense at this time that places too much 
stress on the oreant dete ‘rrent and not on the possibility or capabi lity of 
meet ine thi we lo« al AGETESSIONS, ¢ r exc ursions, as you ie all them ( 

Mr. Quarues. I think we must still place first priority on the detet 
rent to massive atomic aggression. You have asked, Mrs. Kel 
whether we are not placi Inge too much emphasis on it. In my jud 
ment we are properly plac ing first priority on it, but we are also em 
phasizing the other aspects of our security prob lem: namely, these 
peripheral local aspects, dealing with infiltration and local excursions. 

Mrs. Ketiy. How soon will our, let’s call it local forces, or whateve 
vou want—be modernized to that degree where we will feel more secur 
on this loeal problem / In other words. when do you anticipate that 
cur forces inthe Far East will be modernized with the atomic warhead 
or modern material / When will the administration admit the 
abrogation of the Korean truce / 

Mr. Quartes. Our United States forces are now supported with the 


most modern weapons, including atomic weapons. That doesn’t nee 
essarily mean that they are supported with those weapons right in 
place, but they are effectively Su pported with sueh weapons becan 
such weapons are within delivery distance. 

Now, our position against these local excursions, these local activities 


primarily a Tree world position, in which We attempt to build Wt 
es Sa nous and all ed forces around the periphe ry to meet this kind of 
threat, and in that sense in most areas our forces are in the nature 
of strategic reserves to these local positions, ll than ourselves hold 
ing such lines. 

There are exceptions to this, but generally speaking it is the i 
digenous forces that we look to first to handle these essentially loce 
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situations, and those forces are being backed up by modern forces, 
today, and will be progressively more modernized as time goes on. 

Mrs. Kenny. I want to get away from this backing up. Let’s take, 
for instance, the comment that has been in the paper recently on Korea. 
Our forces there are not modernized. They are to the degree that they 
are backed up, but those in Korea are not, due to the Korean truce. 
Direction from the top has forbidden modernization for fear of 
abrogating the Korean truce. On the other hand, the United States is 
sitting by watching and knowing this truce is not being lived up to 
by the Communists 

When do you anticipate the directive will be given to modernize 
those, as we want our own army modernized ¢ 

Mr. Quartes. We are, as you know, working very actively on that 
problem, and while I am not in a position to be specific as to time, I 
confidently expect that we will be in a position to modernize our forces 
there in the near future. Iain afraid that is as accurate as I can be at 
this time, Mrs. Kelly. 

Mrs. Ketiy. Thank you. 

Chairman Gorpon. Mr. Selden. 

Mr, Seven. Mr, Secretary, 1 note you point out in your statement 
that the military assistance program for the coming fiscal year “has 
been austerely designed to meet our international commitments and 
provide that minimum support of our mutual defense system that our 
own commitments in this uneasy world require.” 

Am I correct in assuming that the program for fiscal year 1957 was 
also austerely designed to meet cur international requirements and pro- 
vide that minimum support of our mutual defense system that our 
commitments required ¢ 

Mr. Quarues. Yes, 1 think you are, and I realize that perhaps leads 
me into a trap, so perhaps you will let me explain. 

Mr. Sevpen. I am attempting to get you on record, Mr. Secretary. 

Mr. Quartes. Our fiseal year 1957 request on the Congress was de- 
signed to meet the requirements of the situation as we saw it and on 
the basis of certain assumptions about the requirements for spares and 
for equipments and the rate at which these equipments would be used 
up and spares would be required, 

It is true, while we did that thoughtfully and carefully, we find that 
the formula Me a which we based it was not a realistic formula in the 
actual experience in these countries, so that we are now able not only to 
vo back and say “We asked for $500 million that we didn’t need as 
quickly as we said, but that we will for fiscal year 1958 also be able 
to ask for less than the old formula would have required.” It was 
austere but it was austere in the light of our best information at that 
time. 

Mr. Sevpen. I commend you for making those admissions, Mr. See- 
retary. LT might point out that not only was there a $500 million re- 
duction by the Department, but that an additional $1 billion was cut 
by Congress from the original requests made for fiscal 1957. Is that 
correct ¢ 

Mr. Quarnes. That is correct. 

Mr. Sevpen. So actually the saving was $1.5 billion ? 

Mr. Quartes. That is right. 

Mr. Sevpen. Is there any possibility that through improved | 1rO- 
eraming and improved administration additional savings might be ef 
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fected in the coming year, aside from the amount you have taken into 
consideration in compiling your budget ? 

Mr. Quarzes. 1 would certainly want to hold forth the possibility 
of further economies and savings. It certainly will be our purpose to 
effect such economies if they become possible. 

I would say, though, that it would seem unwise to me to program 
further savings along this line until by experience we demonstrate 
the possibility of effecting them. In other words, I still hol ; to the 
validity of the program as it is now being presented, recognizing that 
it will be our purpose to effect further savings if we can, and if we can, 
it will merely subtract from future needs for the program. 

Mr. Sevpen. I certainly hope you will be able to do so. 

Thank you. 

Chairman Gorpvon. Dr, Judd. 

Mr. Jupp. Thank you, Mr. Secretary, for a splendid statement. 

If, as you say—and I certainly can’t dispute it—our military ad- 
vantage or superiority today is less than it has been, that can only 
mean that time is on their side, unless we can introduce some new 
factor or emphasis that will change that trend. 

Do you have a suggestion as to what we should do differently? If 
we are gradually losing, just to continue as we are isnotenough. That 
is a dead-end street. 

Mr. Quartes. I am very glad you put the question that way, Dr. 
Judd, because I see that I gave an impression I did not mean to give. 
I think it is valid to say that we have lost some of our advantage, 
some of the substantial advantage we held, but I do not myself be- 
lieve that we are on a course relative to the Soviets or to the Commu- 
nist world with which we are giving up all of our advantage. I don’t 
feel that we are. I feel that we have a solid position in relationship 
to them today, and I feel that we can maintain that position if we sup- 
port not only our own programs for our own forces, but the programs 
of this free world position we are trying to maintain. 

So I do not feel that the fact we have lost some of the advantage 
is in itself an indication that we will lose all advantage. More- 
over, I do believe that our system is enough sounder than theirs is 
that if we maintain enough advantage to keep them from moving 
offensively against us we have a very good chance of winning the 
cold war over the long pull, and that I sincerely believe we can do, 
and in fact, it seems to me that is the basis of our strategy 

Mr. Jupp. That is, if we can keep enough ahead of them so they 
aren't going to start a war, we believe either their economy or their 
will is likely to crack up before ours does ¢ 

Mr. Quarters. That is what I believe. 

Mr. Jupp. I hope so. 

You say: “Any further erosion of the free world by the Communists 
would have a number of unfortunate effects upon our defense posi 
tion.” What erosions might there be? If they occupied more terri- 
tory, that would be an erosion. If our military capacity or that of 
our allies were reduced, that would be an erosion. If we cut this aid 
program drastically, that would be an erosion. If substantial disunity 
developed among the allies, for ex: imple, with respect to Communist 
China—because we have that one currently before us—how serious 
an erosion in our position is that ? 
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Mr. Quaries. Well, I think it is serious, but not a vital aspect of 
our position, and the particular one you speak of, Dr. Judd, in our 
trade relations with Communist China, I think is quite a long-term 
affair, rather than a near-term one, because its effect, serious as it is, 
would be the long-term buildup of military power in Communist 
China. 

All of these things are factors and certainly we must expect to lose 
skirmishes here and there, but I think we also win some pretty im- 
portant skirmishes, and on the whole I don’t think we are doing 
too badly. 

Mr. Jupp. Well, there are at least two ways in which this lack of 
unity among the allies with respect to Communist China can injure 
our position. One is, that over the long run increased trade can 
increase the Communist capacity, the other, the short-term effect, is 
the morale factor, And that could be very quick, couldn’t it? Ifa 
chain reaction began and the conviction became general, that first 
Britain inereased trade and then France and then Japan and others, 
and then increasing pressure from a few American newspapers that 
we should follow the same course, that we are ostriches with our heads 
in the sand, we are not being realistic, we have to accommodate our- 
selves to Communist China, ete.—is increased, as it has been increas- 
ing in our country in the last few months, then can we really expect 
a little country like Thailand or Vietnam or Burma or even Taiwan, 
to continue to hold out indefinitely ¢ Are they likely to use this 
equipment and other aid to the maximum advantage for our side if 
they think that we behind them are wavering ? 

Mr. Quartes. If they think that we—specifically, the United States 
behind them is wavering, then I think we cannot expect. them to 
hold firm. 

Now, perhaps they are used to a bit of wavering here and there 
that won't be so serious, but certainly we have to lead and stand firm 
and offer the inspiration to people that you discuss. 

Mr. Jupp. That is the next question I wanted to bring up. Is it 
your judgment that as far as the Far East is concerned, it still is the 
United States that has decisive power in that part of the world, not 
Britain, France, or any of these other countries that are relaxing on 
the trade? 

Mr. Quarters. IT wouldn’t like to work them out completely, but 
certainly I emphasize the United States position there. 

Mr. Jupp. But do you feel those countries in the Far East are going 
to pay most attention to what the United States does and less to what 
some Europeans do? 

Mr. Quartes. Yes; I believe that, but if some of the other coun- 
tries do what they want to do, they might be led in that particular re- 
spect to follow somebody else. 

Mr. Jupp. My questions probably indicate what my own views are. 
I believe it is what we do that will determine the morale of a great 
many people out there. They know that it is the United States that 
has decisive power in that part of the world, and that England and 
France couldn’t save them anyway. Therefore, I think we must some- 
how find ways more often and more fore ‘ibly and more reassuringly to 
make clear, to those peoples who know they can make the grade only if 
we are steadfast and unwavering, that, regardless of the fact that 
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some of our allies are trading with the enemy—and we are not going 
to get into a quarrel with them because of that fact—the United States 
stands firm and will not let them down. 

I feel that, from the standpomit of successful political warfare, we 
are not doing well enough. You have commended the Communists 
for their skill in this field, and we all recognize it. We somehow have 
to be more efficient or effective at that point. People read that the 
President occasionally says something reassuring mm a press conference, 
but against that are constant erosions, damaging « ‘ATtTOONS, speeches, 
statements by Senators, and so forth. 

I know persons from all over Asia: they are troubled, they are con 
cerned. They don’t want to weaken, but they don’t know for sure 
whether they can count on us not to weaken. 

Mr. Quarces. If you will just let me join you in those words—it Is 
very perfectly put, from my standpoint. 

Mr. Jupp. Let me say off the record here 

( Discussion off the record. ) 

Mr. Jt DD. What concerns me Is how we eivilians Can do our po 
litical job as well right here at home as you maillit: ary men are doing 
vour job. Tlow can we deal with these intangibles as successfully as 
you are dealing with the tangibles, the @euns and the planes and the 
submarines? Thank you very much for a fine statement. 

Chairman Gorpon. Dr. Morgan. 

Mr. Morean. No questions, Mr. Chairman. 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Bouron. I am interested in the form of your message to us. 
You give us policy. This is the policy committee. I was very much 
interested that you come to us In that way. [am appreciative of the 
fact. We havea food deal to go over, and it is eood to know the fee] 
ing at the top. 

I have no questions. 

Chairman Gorpon. Mr. Vorys. 

Mr. VoryYs. Mr. Sec ret: ry, I ¢ fvuess we ought to « ‘all vou “Doctor.” 
since a WwW eek avo Mond: ay whe hn you got your ho hnhorary degree ut Yale. 
| wish you had worn your doctor ot laws hood up he re, You woui ld 
have gotten a little more respect. 

Mr. Jupp. No: he couldn't get any more than he already has. 

Mr. Vorys. Mr. Secretary, in your statement you mentioned the 
that “this would 
have the additional advantage of permitting us to phase these pro 
erams in with the budgetary evele of the rest of the defense program.” 

As you no doubt know, the other body authorized 31.8 billion for 
fiscal] vear 1958, and $1.5 billion for 1959. There are on this committee 
very vigorous advocates of the idea, and there have been for some 
time, of combining the funds with the defense funds, with certainly 
one purpose, to get the public and the people downstairs, . 

As I understand it, this is all part and parcel of our own defense, to 
use Admiral Radford’s own statement that has become a part of the 

tual that he uses. Can you fit this program into vour budgetary 
evele to authorize it plece by piece ana Vear by vear, as proposed 
the Senate / 

Mr. Quaries. I would say that we can do so, to a degree, but cer 
tainly at considerable disadvantage, as compared with the proposed 
budgetary arrangement. One certainly can’t say that the proposal 


request for these funds Oh a no-Vvear basis, saving 


pe 


> 
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is the only way to do it, but I think one can make a ve ry good case 
for its being a ssieedaie way to do it from the pont of view of inte- 
erating it with the rest of the defense program. 

There are so many parts of this program that equipmentwise would 
dovetail right into our defense program that we would like to be able 
to plan them both together. And [think having them both appropri- 
ated as a defense program at more or less the same time, or even exactly 
at the same time, and being able to move into the planning of the 
military programs for our allies, particularly the equipment programs 
for our allies, at the same time we plan our own equipment programs, 
would be a substantial advantage, and [I think it would also be a sub- 
stantial advantage to have the funds not expire at the end of the fiscal 
year for which they are appropriated, because 1 believe it makes for 
more orderly handling of the situation if they continue as an appro 
priation into the following year so that they may be used on programs 
that are perhaps underway at the end of the vear and can be com 

pleted or finalized after the turn of the year. 

So I think that there are real advant: ages in the proposals, from an 
administrative pomt of view. LT realize there are policy and legisla- 
tive questions involved, but [think you look to us to express the ad- 
ministrative or executive angles of the thing. and from that stand- 
point I feel that it is quite Valuable, or that it would be quite valuable 
to make this case. 

Mr. Vorys. Here is what concerns me. As far as our committee is 
concerned, IT want to maintain some sort of contact with this pro- 
gram, but T want to get out of this rat race we are in this year, where 
the defense “P propriation has passed a month or so avo, and here 


we are sitting here in this room, and au coup le of floors below the Ap- 
propriations (‘ommiittee is sitting, voOlne over this same stuff on our 
mutual security prograin, Tf we can’t rig things around so that this 


mutual defense, military assistance stuff is handled the same day as 
the big defense bill, vou lose just rbout all ‘the advants age of putting it 
over there. We all work for the same boss, the United States and its 
people. If you have any ideas on that, [ think the committee would 
like to have them. 

Mr. Quarves. Tf T might comment further, what we are asking 
might be regarded as a technicality. That is the technicality of a con 
tinuing authorization and a no-vear appropriation, but that, i my 


mind, isan entirely separate question from the matter of keeping this 
committee informed about our mutual assistance and deinen pro 
orams, 

[ would think it was entirely appropriate for us to come annually 
before this committee and exp lain to this ecomunittee what we have 
done and what we are planning to do. Here Tam treading on some 


what foreion ground, because I don’t know too well about congres 
sional procedures, but T still would like to have the advantage of 
appropriation as part of the defense appropriation and, as I say, 
the latitude to use the funds after the turn of the fiscal year. 

Mr. Vorys. The Senate made both authorizations, as Tunderstand it, 
On a no-ven basis, so that part istaken care of. Burt. under the Senate 
ey if vou want to run over SIS billion for fiscal vear 1948, or S1.o 
le around and get 


billion for 1959. then vou are going to have to 
some a litional authorization. That was their idea. Tt would be fine 


] 
| 


f vou could stay within that authorization. 
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Mr. Seracur. If I might speak to that, Mr. Chairman, the authori 
zation for 1959 would end there. Now, we oe be able to come up 
with the regular Defense Department budget at the same time and 
justify the program, if it was only $1.5 billion, but, for the coming 
year, fiscal year 1960, we would be right back where we are now. In 
other words, coming back before this committee and the Appropri 
ations Committee seeking an authorization, after the Defense Depart- 
ment has presented its budgetary program to the Appropriations 
Committees of the Congress. 

So, 2 years from now we are back where we are now. Under the 
Senate bill’s theory, we would be doing it a different way. This, it 
seems to me, can cause a problem not only for us but for the Congress. 

Mr. Vorys. I think I invented this annual authorization business, 
which was very much needed for the Marshall plan, but it has con- 
tinued ever since, and for one reason or another the departments 
have been later and later coming up here, so that it has been more and 
more of a headache and embarrassment to this committee. I hate to 
mention it, but we face a matter of night sessions this vear, or else of 
having the appropriations bill ready before we are ready. 

[ would like to get the program to where we only authorize every 
other year—certainly not any oftener than that—and I would also 
like to get it so that we would be authorizine—if we can follow the 
Senate pattern—we would be authorizing next year for 1960, I can't 
see any other way. If we don’t do that, we are back in the rat race we 
are in now. I am now talking about a committee problem, which is 
problem of a different kind, but it is a tough one. 

Now one other thine. We discussed this morning this pricing busi 
ness. We had the feeling and the pretty well justified feeling that the 
Defense Department has been ‘aiine to make money for themselves 
out of selling stuff to the MSA at top prices, when it was secondhand 
stuff, over the years. Last year we had a new pricing formula. [f all 
of this is in the Defense De partment, won't that become a thing of 
the past ¢ 

Mr. Quarters. I think I see your point. Let me say, first, to borrow 
your words, we are all working for the same master, so it is pretty 
hard for one of us to make money out of the other one. It all comes 
out of the master’s pocket, and it really just becomes a matter of what 
is the proper bookkeeping, and determining at what price we shall 
charge equipment for mutual security and at what price shall we 
charge the equipment to our own programs. 

I think that an equitable formula has now been arranged that has 
been reported to the Congress, and it woulda oa avs be possible, if C ‘on 
gress saw fit, to dictate a different formula. but I don’t believe t! 1s 
a really substantial problem if vou look at it in the larger sense 


I acree that some of us—when I was in the Air Force, for example. 


I wasn’t entirely without guilt in this matter, and I tried to get as 
much Air Force program as we could out of it. But I only did it 
because I thought the country would be better off if we had that much 


Air Force. 


I think if it were all appropriated to the President in the Defense 


budget, uniform accounting methods could be followed in the pricing 
of their equipment, and they could be reported to the Congress and 


controlled by the Congress in any manner the Congress saw fit. Mr. 
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Sprague has handed me a copy of the revised prices, but I believe the 
committee is familiar with these, at least in a general way. 

Mr. Vorys. The point has been that this program was overpriced 
and was carrying more of a load than it should. That was the point 
that was difficult to explain on the floor. It seems to me, once you 
get it on the Defense Department, that that won’t be so important. 

Mr. Quaries. From a public relations standpoint I feel sure that is 
correct, and I may say another reason we feel it is wise to get them 
together. 

Mr. Vorys. Thank you very much. 

Chairman Gorpon. Any further questions ? 

Mr. Jupp. But there is also a point there. 

[ mean maybe we are wrong in our own estimate, but we have seen 
year after year those fellows in the Appropriations Subcommittee, 
some of them don’t look at it quite the way we do from a policy stand- 
point. It becomes a matter of methodical and painstaking looking for 
places where they can cut down, instead of trying to find a means of 
winning the ball game. 

This committee looks at it primarily in terms of what we are try- 
ing to accomplish. They, I have to say, it seems to me sometimes look 
at it in terms of what they can save. Therefore, I don’t quite like to 
have the whole program turned over to them without our committee 
saying anything, after having worked with it all these years to achieve 
certain absolutely essential objectives , and keeping that momentum, 
or whatever we can add to it, behind it. 

You need not comment on that. 

Chairman Gorvon. Mrs. Kelly. 

Mrs. Ketiy. Mr. Chairman, I would like to ask one question. I am 
confused over the administration of this entire program. Under the 
new plan, you discuss the defense support program which is really 
military. For the first time I have received letters against the foreign 
aid program, saying that the administration is trying to hide economic 
aid under defense. They say this administration is trying to hide 
the amount of money they are going to spend on military supplies. 

Wherever they are getting it ‘from, I don’t know. It happens to 
come from business people. How are we going to carry out or author- 
ize the defense support program, which is really military 2 

Mr. Quaries. Mrs. Kelly, it seems to me we can’t prevent people 
writing that kind of letter. There is nothing to hide, here, because 
it would still be appropriated as line items in a title in the Appropria- 
tions Act, right out where everybody could see just how much it was, 
so I think we are completely protected from any accusation of hiding. 

[ think we are too much concerned with putting this over into the 
Defense Department because this is a State Department matter in 
our relations with all these countries. 

While the appropriation would be in the Defense Act, it would still 
be subject to the same kind of broad State Department supervision as 
to policy that it is, today, and this is the President’s own determination. 

Mrs. Bouron. How so? 

Mr. Quarurs. By the President’s order, as to procedure. It would 
not be by the appropriation, but procedurally within the executive 
branch it would be so. 

Chairman Gorvon. Thank you very much, Mr. Secretary. 

Mr. Quartes. Thank you very much, Mr. Chairman. 
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Chairman Gorpon. Our next witness is Admiral Radford. 
Admiral, do you have a prepared statement / 

Admiral Raprorp. Yes, sir, I have. 
Chairman Gorpon. You may proceed. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN OF THE 
JOINT CHIEFS OF STAFF 


Admiral Raprorp. Mr. Chairman and members of the committee, 
the basic objective of the military assistance program remains, as in 
the past, the preservation of peace through the maintenance of collec 
tive strength in being. The free world strategy has succeeded in mak 
ing it clear to the Communists that any resort to their previous policies 
of violence and overt aggression would be unac ‘eptably costly to them, 
Now what is that free world strategy? It . simp shy 
defense alliances, supported by local forees 1 1 being and bae ked by 
United States mobile power. The milit: ary assistance program has 
been the cement that has held these alliances together and made such 
strategy practical and effective. 

The military capabilities and contributions of each of our allies 

carefully considered by the Joint Chiefs of Statf in deve loping our war 
plans and in appraising the specific United States force levels required 
to execute those plans. There is no doubt that these force levels of 
the United States would have to be expanded at greatly 
were it not for the free world forces sup ported by the 


a network of 


a 


are 


increased costs 
military assis 
tance program. In fact, our entire military program and present 
strategic concepts would have to be radically revised. 

Consider the case of the Republic of Korea where we have been able 
to withdraw all but 2 of our 8 divisions. This was made possible by 
the buildup of the 21 ROK divisions. The economic weaknesses of 
the Republic of Korea, however, resulting from the destructive effects 
of the war, make the maintenance of these forces an impossibility with 
out our help. Since t] ere is no peace in Korea—only an armistice to 
which we are a party it seems to me that unless we propose to aban 
don Korea, our only alternative to supporting the ROK forces would 
be to replace them with ourown. The impossibility of such a program 
around the world is immediately apparent when we recognize that, 
in all, the United States is assisting, directly or indirectly, in the im 
provement of about 200 allied combat divisions. 

Any large increase of United States forces overseas would entail a 
myriad of complex problems, such as transportation, dependents, dis- 
cipline, international relations, morale, and so forth. These problems 
involve enormous costs. But they are relatively small when com 
pared to the basic cost of maintaining a United States soldier on active 
duty in place of an allied soldier. 

It is for such reasons that the Joint Chiefs of Staff are constantly 
searching for ways and means of holding to a minimum the de ‘ploy 
ment of our troops overseas. Our success depends in large measure 
upon the strength of our allies. Their strength, in turn, relies to a 
great extent upon the support we give them through our military 
assistance programs. 

There are many valid reasons why it is more advantageous for us to 
assist our allies in maintaining their own national forces, especially 
sround forces, than it is for us to provide United States forces. The 
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United States alone simply does not have available, nor could we main- 
tain on active duty for an indefinite period, the forces necessary to 
match the Communist bloc in manpower at every point of possible 
aggression around the globe. Besides the prohibitive costs and tre- 
mendous manpower resources that would be required, there is the 
psychological question of national pride and will to resist communism 
that is most important. 

Furthermore, our support under the military assistance program has 
been supplemented by large expenditures of their own by many of 
those allies. For example, through fiscal year 1956, the United States 
expenditures for military assistance were $17.4 billion; defense expen- 
ditures during this same period by our allies amounted to $107 billion. 

It should be apparent that we need our allies and they need us. 
Recognition of this mutuality of need and interdependence will per- 
mit us to remain adequately prepared to meet the Communist threat 
of aggression and at the same time avoid the risks of a shattered 
economy and an armed camp at home. 

Although our minds are constantly applied to the task of winning 
a war should one be forced upon us, we are at the same time cone ‘erned 
with the more immediate problem of preventing the war from hap- 
pening. To this end, the United States and its allies must maintain 
nt military posture which will provide principally for (1) an atomic 
retaliatory capability, (2) a protective force for strategic land areas 
and sea and air communications, and (3) mobile ready forces held in 
strategic reserve which can be deployed rapidly to strategic areas to 
reinforce United States or indigenous forces. 

It would be a dangerous misconception to assume that our superior 
ity in modern weapons has reduced our need for allies. Although the 
land-based portion of our atomic strike forces contain numerous long 
range aircraft such as the B-36 and B—52, the effectiveness of our re 
taliatory operations is dependent, to a large degree, on the use of 
medium-range bombers like the B-47 operating from overseas periph- 
eral bases. 

Protective forces are required for strategic land areas and sea and 
air communication routes for several purposes: They provide the 
necessary security for active or potential United States and Allied 
hases of operations, and they deny those areas to the Communists for 
the establishment of opposing bases. These forces should be provided 
principally by the state exercising soverignty over the area. 

However, many countries are economically incapable of maintain- 
ing forces commensurate with the importance of their strategic loca- 
tion. In those cases, we are faced with the choice of supporting their 
military establishments with United States aid, or watching them be 
coerced into the Communist camp. 

In some areas, the indigenous forces we support are alone not capa 
ble of opposing the immediate threat confronting them. This situa- 
tion requires in some instances a forward deployment of United States 
ready military forees—Army, Navy, and Air. 

Here again we are denying to the Communist bloc areas of str ategic 
importance to United States and free world military success, as well 
as convincing our allies of our long-range determination to oppose 
Communist expansion. Forward deployment of United States forces 
requires the acquisition of base rights in many areas and in a variety 
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of forms—airfields, supply depots, special weapons storage sites, re- 
pair facilities, communication facilities, radar sites, training areas, 
et cetera. Without such bases, our own and free world forces would be 
ill equipped to carry out their missions. 

This situation exists in many possible theaters of operations where 
aggression may be forced upon us. Either Allied or United States 
base facilities must be kept ready to handle the expeditious deploy- 
ment of strategic reserves when needed. 

It may be seen, therefore, that much of our strategy hinges upon the 
continued availability of military bases in places where we may have 
to defend against aggression. In some cases, we establish and operate 
them with United States forces; in others, we provide military assist- 
ance to nations which maintain bases of potential value to the Allied 
defense effort. Where possible, these bases are protected by indigenous 
military forces. The Joint Chiefs of Staff consider that an adequate 
overseas base system is essential to the successful prosecution of free 
world military strategy. Here, then, is a definite link between our 
prospects of victory if war is forced upon us and the military assist- 
ance program. 

In essence, to insure our success we must provide essential funds for 
the maintenance of an adequate world base system from which United 
States and Allied forces may contain and counterattack the Com- 
munists. All other reasons for foreign military assistance must be 
contributory to this one central theme. 

The Soviet leaders have no intention to abandon their ultimate 
objective of world domination, and there is no urgent timetable set 
by them to achieve this objective. It is only because of the present 
strength of the free world that they seem to put less emphasis on 
violence at this particular time, while they continue to strive for an 
overwhelming military advantage. It is essential that we not per mit 
them to achieve, or to believe that they have achieved, such an advan- 
tage. The unlimited nature of the Communist threat as far as time 
is concerned imposes on the free world the necessity of maintaining its 
military strength indefinitely. It is the opinion of the Joint Chiefs 
of Staff that the military assistance program is a most effective and 
practical adjunct to our own military program in contributing to 
the security of the United States and the other free nations of the 
world. 

Chairman Gorpon. Thank you very much, Admiral, for a clear and 
forceful presentation. 

I have no questions at this time, but we will proceed with questions, 
5 minutes being alloted to each member. 

Mr. Vorys. 

Mr. Vorys. Ac Imire al Radford, you have referred collaterally to the 
alternatives 2 or 3 times. Right on the first page of your statement 
you say that our fore e levels would have to be expande d at greatly in- 
creased costs were it not for the free world forces. 

We have those in Congress who would vote against this whole pro- 
gram. We have those who urge, on this Status of Forces Treaty, 
that the thing to do is to bring our boys home, arm to the teeth here, 
and wait for the Soviets to come over if they want to. 

Could you give us any estimate in dollars and cents as to what that 
strategy, that alternative, would cost the United States? To pick up 
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everything, come home, and arm to the teeth here—the Fortress Amer- 
ica idea ¢ 

Admiral Raprorp. Mr. Vorys, I see those same statements made 
occasionally and they bother me a great deal. I can only assume that 
people who say things like that have not re ally taken the time to 
study the problem of the world we live in today. 

In the first place we have two situations that we have to plan for. 
One is the effort to plan and to maintain this major deterrent force. 
That is the force that we rely upon to prevent the Communists from 
attacking us. I say “us” because I am sure in the Communists’ eyes 
we are the main stumbling block to the achievement of their aim of 
world domination. If the United States didn’t exist, why, they could 
achieve world domination. And they also know if they tried to 
attack in any quarter of the globe there is a likelihood that we would 
throw our offensive forces against them. It follows that the great 
retaliatory strength which we have in being and which we have to 
maintain prevents them from taking that kind of action. 

On the other hand, a major deterrent force per se is not absolute 
insurance enough to prevent the Communists from achieving their 
aim of world domination. They would have the opportunity—if 
that were our only program to defeat us. In a sense sole reliance on 
a United States based major retaliatory force is the Fortress America 
program—TI might say in passing it 1s not now technically possible 
to achieve that state of affairs without some bases overseas. I have 
covered that in my statement. Perhaps 10 years or more from now 
it might be possible, with guided missiles of long range and longer- 
range aircraft and other improvements in submarines. It is possible 
at some indeterminate time in the future that we could build sufficent 
military strength based either on United States territory, or in the 
international waters of the world that we had to get no permission to 
use, to deter Communists from attacking us. 

But the main hope of preventing the ultimate success of the Com- 
munist power in the world is to maintain the freedom of the rest of 
the free world. There are several reasons for that. No. 1, if we were 
successful in maintaining a Fortress America concept and let the rest 
of the world go hang. so to speak, we would find ourselves sooner 

later in an impossible position to just live in the kind of world 
which would eventuate. There are many things we have to get from 
the rest of the world. Raw materials from abroad for instance, be- 
come increasingly more important to us as we use up our own re- 
sources. We would have to trade with the rest of the world. If they 
were all Communists, they could hold us up. 

We would like to sell things to the rest of the world. If it was 
controlled entirely by the ¢ iteeainia ties would let us know whether 
we could sell or not. They would control foreign trade. So from a 
purely living standpoint, I don’t think we could stand the economic 
situation that would be almost bound to come about if we adopted 
a Fortress America military concept. 

On the other hand, as Dr. Judd mentioned a little while ago, the 
military deal with rather tangible problems and we are up here today 
talking about the military assistance program. We can tell you 
pretty definitely what we are going to do with the money we get. 
We buy equipment and we help train people to use it. We thus gen- 
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erate force that is in being. ‘This force tends to give the politicians, 
the Government leaders and the diplomats time to work on the rest 
of this problem. They must use that time to good advantage be- 
cause this is not a static situation and, their adversaries are very 
clever. 

| Security cleletion. | 

Admiral Raprorp. I think the most important thing you said was, 
the little people in the Far East, the moral problem will not be af- 
fected as long as we stand fast. They have no illusions about who 
has the power in the world. 

| Security deletion. | 

Admiral Raprorp. That is all there is to it. If we were to go on 
a military Fortress America concept (which as I have said is not. 
technically feasible at this time although it may be at some future 
time), it would cost a tremendous amout of mone Wy much more than 
we spend how. But the worst disady: antage of the adoption of such 
wu concept is that the rest of the world would gradually swing to the 
Communist side and we couldn't live in the world that was left. 

Mr. Jupp. It might not be gradually. 

Admiral Raprorp. No. 

Mr. Vorys. Just to tie the thing up, you used the word “inealeul- 
able.” You area military man, but if you can’t figure it, and you know 
the cost of weapons and so forth, certainly no economist could figure 
it. beeause he doesn’t know enough about your busmess. The Fortress 
America concept Is just incalculably more expensive than this present 
operation, isn’t that right 

Admiral Raprorp. It is, and it isn’t technically possible at this 
time. It may be, as I said at some time in the future, but it isn’t right 
now. Nomatter how much we spend on it. 

Mr. Vorys. Thank you very much. 

Chairman Gorvon. Mrs. Kelly. 

Mrs. Ketxiy. Mr. Chairman. 

Thank you, Admiral Radford. I don’t know where to begin after 
what you have been saying. Now, this program we are discussing 1s 
mutual. Has the United States been doing an thing that has caused 
this apathy around the world? It seems to me that the trend all 
over, both here in the U nited States and other sections of the world, 
is to decrease their defense. And for that reason I wonder if our 
allies have lost their desire to defend themselves or has the United 
States caused this apathy by inferring diplomatically that agreements 
with the common ene my might bea iwreed upon. 

Admiral Raprorp. I think there are people around the world who 
feel that way and unfortunately they are aided and abetted by some 
of our own American ag and pub lic statements. I dont know 
how we are going to lick it. I know one eve it is one of the most 
dangerous trends th: it I a of. 

Mrs. Keitiy. Don’t you think it is dangerous today ? 

Admiral Raprorp. I will say it is. Sometimes I am glad I am in 
the tangible business and not in the intangible business, because I think 
it is the toughest part, the part that your committee is really handling. 

| Security ees 


Mrs. Keiiy. I was in Germany, and I don’t think they will ever 


be able to meet their de fe nse requirements over there. 
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Since there is this growth in the Communist nations, and since there 
is this apathy, maybe at this point we should tie a few strings to 
this act. 

[Security deletion. ] 

Mrs. Ketiy. It has been said if we didn’t support these 200 divisions 
all over the world, that this and that would happen. 

I don’t think it is up to us to defend the whole world. 

It has been said that it might be a good thing to cut off this program 
for 1 year to shake people out of apathy or dependence upon the 
United States. 

Admiral Raprorp. Much of our aid is going to little countries who 
have no intention of abandoning themselves to communism. They are 
the most determined anti-Communist governments. 

Sometimes I think we are getting tired over here. Some of our 
big business men and taxpayers are crying when they shouldn’t be. 
The only reason they are making any money, the only reason they are 
in business at all is because they have had this protection. They might 
suddenly find themselves with no tax problem, at all. 

Mrs. Keiiy. In other words, we have to continue at this rate. 

For me, I would rather see the programs on a crash basis. Equip 
our allies with the most advanced weapons we have at this moment. 

Do you have any advice to give us beyond this program ¢ 

Admiral Raprorp. I just say we have to hang on. That is about all 
we can do. 

Well, I might say I am not too pessimistic. I think in the last year 
there have been some very favorable indications from our point of 
view. I think the Communists are having troubles of their own. 

Mrs. Keviy. That is just it, right there. Would you mind my inter- 
rupting ¢ 

Should we at this point continue with full force with all our pro- 
grams instead of giving in to some of these side issues 4 

Admiral Raprorp. Well, [should say so. 

Mrs. Keiiy. Like letting them look over Alaska or some other place 

r the eastern part of Germany 

“he Imiral Raprorp, All I can say on that is that we have to get 50-50 
agreements with them that will work. 

[Security deletion. | 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Borurox. You speak of the impossibility of the Fortress 
America idea 

Wouldn't it be he ‘Ip ful if more could be said to our people of what 
it would do to us, not just from a military standpoint? If we were 
in k ortress Ame a}” 1C3 a. we wouk | have nobody with whom we could 
trade. 

Admiral Raprorp, Not for very long. We could trade on their 
terms, 

Mrs. Bovron. It wouldn't be a very healthy business for us, would 
it / 

Admiral Raprorp. No. 

Mrs. Boiron. I think most of the points I have had have been more 
or less touched upon by the questions that have been asked. I feel 
myself quite strongly the urgency to have a little quietus on all this 
talk about peace and love and all this. IT wouldn't trust any part 
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of an agreement with them. I fear I wouldn’t believe a word they 
said, nor can I understand why in the world anybody could take 
their word as fact. 

Of course, we thought in the beginning we were the ones who recog- 
nized the Communist regime, and we were the ones who felt we could 
handle Stalin. Are we never going to learn anything? Isn't this the 
time, above all the others, when we must be militarily very strong ? 

Admiral Raprorp. I think it is a most important time, to show 
unanimity in our determination to hold onto these programs. 

Mrs. Bouron. The programs, yes. 

Admiral Raprorp. The only reason they are good is because they 
have been afraid to be bad. 

Mrs. Bouron. Thank you, Admiral. 

Chairman Gorpon. Dr. Judd. 

Mr. Jupp. Admiral, you didn’t read the paragraph at the beginning 
where you said this was your last appearance ? 

Admiral Raprorp. I was trying to save time. 

t Mr. Jupp. I appreciate that, but I want to say that we regret that 
it is your last appearance. You have been before us repeated!y for 
nearly 4 years and no one has ever been more helpful— 

Admiral Raprorp. I said “might be.” 

Mr. Jupp. Nobody has been more forthright- 

Mr. Vorys. And right. 

Mr. Jupp. And right,asyousay. Noone has been more stimulating 
and convincing than you, because you have been frank and honest and 
you knew what you were talking about. Tf you are retiring or are 
leaving the Government service. I regret it. It seems silly to train 
a man for decades and right when he is most valuable to us and we 
need him most, we turn him out because a date on the calendar has 
been reached. 

Admiral Raprorp. I won’t be too far away if anybody wants to 
know what I think. 

Mrs. Borron. Mr. Judd, would you yield to me for a moment ” 

Mr. Jupp. Surely. 

Mrs. Botron. In coming up to this committee, have you felt that 
you could come in perfect frankness ? 

Admiral Raprorn. Yes. 

Mrs. Bouton. You have always seemed that way. 

Don’t you think it a most extraordinary thing that some of the de 
partments seem to want to hide things that they think we should not 
know ? 

Admiral Raprorp. T have never had that feeling. I have certainly 
been as frank as I could be with this committee. 

Mr. Jupp. Maybe one reason is because you don’t have anything to 
hide. 

Admiral Raprorp. Well, there is something in that. 

As I say, I deal with these pretty tangible problems. Some of the 
things are harder to cover. 

Mr. Jupp. I wish you could help us. You concentrate on this all 
the time. You don’t have to study scores of unrelated subjects or 
answer all kinds of questions of constituents, and so on—I hope. 

T am more troubled now in some ways than I have been, because I 
think we may be on the verge of serious defeats. It is like any war 
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that goes along for a long time—not much seems to be happening. 
But actually, a lot has happened. Japan looked nearly as good in 
early “45 as she did in *42, but she wasn’t. Attrition had been taking 
more out of her and we had been building up our strength. 

Likewise in this cold war, I felt that the events last fall in Eastern 
Enrope made clear that the Soviet Union had been losing ground there 
much more seriously than we had appreciated. And then events took 
place in the Middle East which made clear that the free world was 
weaker, more divided than we had appreciated. It seemed to me we 
were approaching a showdown. Which was going to disintegrate the 
faster’ Or, to turn it around, which side, the Communist world or 
the free world, could pull itself together first and most solidly, and on 
what basis / 

The Communists are getting themselves put back together pretty 
solidly in Eastern Europe, by the only method they know; brute 
force, Stalinism. 

We have to get our side together by persuasion, by developing an 
intelligence that will see it is in everybody’s interest to work together. 
Right at this moment the Kremlin is smart enough, when it is in real 
trouble, to smile and relax and say, “Why don’t we come to favorable 
terms?” And our people are inclined to respond, being decent people, 
with a sort of letdown, instead of seeing that the only reason the Com- 
munists are appearing a little more civilized is because of our pres- 
sures, and that this is, of all times, the time to intensify our pressures, 
instead of saving, “Well now, we can relax.” 

I don’t know how to grapple with this. People say to me, “You are 
plaving the same old record. But the Communists now want to make 
an adjustment, and we have to give them the benefit of the doubt, and 
take them at their word. We must not have frozen ideas or attitudes.” 

My only answer is: “Well, when I go to a boxing match and I see 
one fellow, about the sixth round, suddenly get very affectionate with 
his opponent, I don’t conclude that he has come to love his opponent so 
much that he has decided he doesn’t want to defeat him.” 

We can understand a boxer’s clinch. We know it means he is in 
trouble. He hopes he can rest and last out the round and maybe in 
the next round knock the other guy out. 

But when by firmness and strength we are beginning to succeed and 
get the Communists in trouble so ‘they propose a conference and talk 
about “relaxation of tensions,” why do we fall for their clinch and 
begin to abandon the strong policy which is working, and go back to 
a soft or weak policy, which always fails ¢ 

How can we overcome that erosion of our morale in this country, our 
willf We have all along had the capacity. What happens to our 
willf Tam afraid the Communists may have stronger wills than we. 

Admiral Raprorp. I sometimes think people’s memories are just 
too short. And then I feel some of our responsible news mediums and 
others are just not thorough enough in trying to understand some of 
these great problems. . 

[ seldom read in the papers what I would take as considered sur- 
veys of the world that we live in. Occasionally you do, but you see 
far more of this attitude, the one you have described, “W hy do we 
have to keep on being tough when these people are so obviously chang- 
ing the pattern of their approach?’ 
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They are not changing it. They are just trying to fool us. It was 
a creat shock to the leaders in the Kremlin to find out last fall that the 
foundation stone that they had always had, if you could get young 
people and train them up, if you could get them young enough, you 
could hold them. And it wasthe young people in Hungary that turned 
on them. That was the biggest shock I think they ever had and it 
really scared them. 

We don’t know how bad the situation is in the Iron Curtain coun 
tries. [ am sure in the satellites it is just smoldering. There is evi 
dence that it is not too good in Russia itself. Certainly in China the 
Communists are not having everything their own way. 

Mr. Jcpp. Our national vice, it sometimes seems to me, is wishful 
thinking. We are decent ourselves and we insist on projecting our 
ideas into other peoples’ minds. We are, in a sense, victims or pris- 
oners of our own finest instincts. We always want to believe the 
best. I wouldn’t want us to be different in our motives: but we are 
not inte llige ‘nt in our own interests Because of our own codes of 
sportsmanship, we have not yet been willing to accept the fact that 
a body of men could col lly re ject all the cdecenc) les of C1\ ih: ition. We 
are dete rmined to believe the best, de ‘spite all the evidence. 

You can be assured that the members of this committee are reso 
lutely cheering you on and wanting vou to do your level best at the 
particular tasks that are yours. 

Sometimes I get discour: ied about our tasks. Intelligent people 
will write or say to me, “Now is the time to accommodate ourselves to 
communism, come to an agreement, come to terms with them.” But 
we can only come to terms with them on their terms. Well—excuse 
mie. 

Mrs. IC ELLY. Mr. Chairman. could | read fron the report of navy 
subcommittee 4 

Chairman Gorpon. Mr. Judd.are you finished / 

Mr Jupp. I am through. 

Chairman Gorpon. Mr. Prouty. 

Mr. Prot TT. Admiral Radford. I —) like to reter to the first 


paragraph of vour statement which, as Dr. Judd has pointed out, vou 
didn’t read and in which vou en that this might be your _ 
appearance before the committe in vour ees is Chairman of 


Joint Chiefs of Staff. I think you + should know that those of us on 
the committee have appreciated vour advice and counsel in the pa 
and hope that it won't be entirely lost to us in the future. You 
record of SErVICe tO ve i} COUNTrY Ix one of whi }) Vou bia\ fee] just 
proud and which will serve as an inspiration to all Americans, 
Thank you, Mr. Chairman. 
Chairman Gorpon. Mrs. Kelly. 


Mrs. KeLLy. The report of my subcommittee | New York this yea 
stated : 

The Hungarian revolution demonstrated to the whole free world that Sovie 
force cannot suppress the basie desire of people for freedon It exploded the 


myth that constant indoctrination and savage suppression of fundamental libet 
ties could destroy that basic desire among the workers, the intellectuals, and 
most important, the youth of a nation. 
I will make you a present of that and I hope you will read it. 
Chairman Gorpon. Are there any further questions / 
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Mr. Proury. 1 would like to make just one observation, Mr. Chair- 
man. We are trying to sell this program and most of us on this com- 
mittee are heartily in favor of it. But I think the Defense Department 
particularly and others associated with it have got to impress upon 
the public generally and upon Members of Congress that they are try- 
ing to operate just as economically and efficiently as they can. 

A great many people think that it is always—or a great deal of it is, 
cert: Linky by very nature, waste and inefficiency in the armed services. 
But if you can just concentrate on that point that we are trying to 
operate as effectively and economically responsible, it is going to do 
more than anything else I think to sell this program. 

Mr. Jupp. That is right. 

Chairman Gorpon. Thank you very much, Admiral, for your taking 
time out to be before our Committee today. 

(Whereupon, at 5:25 p. m., the committee adjourned, to reconvene 
at 10a. m., Wednesday, June 19, 1957.) 








MUTUAL SECURITY ACT OF 1957 


WEDNESDAY, JUNE 19, 1957 


Hovust or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, at 10:40 a. m., in room G-3, 
United States Capitol, Hon. Thomas S. Gordon (chairman) presiding. 
Chairman Gorpon. Good morning, ladies and gentlemen. The com- 
mittee will now come to order. Assistant Secretary of Defense Mans- 
field D. Sprague and Mr. John Holcombe, of the Office of the Assistant 
Secretary of Defense for International Affairs, have been kind enough 
to return to complete their presentation of the military aspects of 
the mutual security program. 
Mr. Holcombe, will you proceed, please ? 


STATEMENT OF JOHN HOLCOMBE, OFFICE OF THE ASSISTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 


Mr. Hotcomse. Mr. Chairman, we were considering the various 
items that went to make up the reduction in requirements of approxi- 
mately one and-one-half billion dollars. We had discussed the item 
of spare parts and components, and I was about to begin on the dis- 
cussion of ammunition. 

(See chart on p. 696.) 

Mr. Hotcompe. In the presentation to the Congress last year, the 
total availability of a little more than a billion dollars was requested 
and justified, including $383 million of new obligational authority for 
1957, and $647 million of carry forward in prior year programs. 

(See chart on p. 696.) 

Mr. Hotcomner. As a result of the same type of analysis that I de- 
scribed with respect to spare parts, a reduction was effected of about 
24 percent, and amounting to $243 million. This was attributable to 
the use of actual consumption factors in the programing of country 
requirements for training ammunition, and the analysis of production 
lead times and administrative lead times to reduce the total required 
in this amount. 

The total amount, therefore, was about three-quarters of a billion 
dollars of availability which was available for 1957. In 1958 we have 
anticipated a continuation of this process, including, as I demon- 
strated the other day, an advancing of the date on which funds would 
become available, so that we are basing our request on a total avail- 
ability of only approximately one-half of a billion dollars for 1958, 
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You will note, however, that the amount of new obligational author- 
ity in 1958 increases slightly over that which we actually use for 1957, 
This is because part of the reduction that was achieved here was on the 
basis of living off the shelf or using up excess stocks in place. This is a 
onetime saving which cannot be repeated. However, in total, we have 
anticipated additional drawdown of the stocks that are due in from 
previous programs and previous orders to make the additional substan- 
tial reduction. 

Chairman Gorpon. At that point, Mrs. Kelly wants to ask a question. 

Mrs. Ketiy. Then when you say “on the shelf,” you mean in the 
pipeline ? 

Mr. Hotcomer. Some of it was actually on hand in the countries in 
excess of requirements. Some of it was excess pipeline between the 
manufacture point and the ultimate consumer 

Mrs. Ketriy. If you remember, last year the pipelines were supposed 
to be depleted. So what type of item was that that you had on hand in 
those countries ? 

Mr. Hotcomee. I am afraid I don’t remember last year, Mrs. Kelly. 
I came from overseas in May. But the analysis we made last summer, 
fall, and winter indicated that with the better informaton about exac tly 
what we had in the prior-year program, and the better information 
about, the rate at which ammunition was actually being fired, enabled 
us to make this type of reduction. Though it is true there were a few 
items in which we found it was necessary to piece out a pipeline to 
make our rate of flow more even. 


STATEMENT OF COL. H. H. CRITZ, DEPUTY DIRECTOR, OFFICE OF 
PROGRAMING AND CONTROL, OFFICE OF INTERNATIONAL 
SECURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Crirz. I can answer Mrs. Kelly’s question. They were 
conventional types of ammunition, Mrs. Kelly, that we used in our 
training throughout the world for all three of the services. In other 
words, they were just straight artillery, smal] arms, naval vessel am- 
munition and aircraft ammunition. 

Mr. Hays of Ohio. This $647 million undelivered, isn’t that the 
pipeline ? 

Mr. Hotcomrr. That was the pipeline. 

Mr. Hays of Ohio. I understand that. That was the pipeline last 
year ? 

Mr. Hotcomer. That is right. 

Mr. Hays of Ohio. Then it wasn’t depleted ? 

Mr. Hotcompr. Not in total. There were specific rounds in which 
we found it was necessary to increase the budget. 

Mr. Vorys. If there was substantially no depletion, or very small 
depletion, in ‘the past year, then how did you get along during that 
year; or if that is the pattern, then why do you expect such a big de- 
pletion in this coming year ? 

Mr. Hotcomee. One of the factors in ammunition, Mr. Vorys, is that 
we have had for several years a large volume of ammunition which 
was ordered under the offshore procurement program during the 
Korean crisis. 

This has been relatively slow in delivery, because many of the off- 
shore sources from which the ammunition was procured did not have 
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experience in procuring ammunition. As a matter of fact, one of the 
purposes of this was to create a mobilization base. We are not now 
placing large volumes of ammunition orders offshore because our own 
facilities are in fact hav ing to be closed down. Therefore, the back- 

log that was established in 1952, 1953, and 1954 is being reduced, and a 
considerable portion of this represents the delivery of those offshore 
procurement orders. 

Mr. Vorys. On offshore procurement orders, we hear each year about 
a facilities assistance program into which we have put considerable 
money for the purpose of having an ammunition production base for 
these countries. 

I have just been looking at my interrogation of Mr. McGuire last 
vear, where we lost $200 million of ammunition in the shufile, as far as 
I was concerned. It seems to me that this facilities assistance pro- 
gram ought to be coming into fruition pretty soon where they would 
start to furnish their own ammunition. 

Mr. Hotcomse. That is correct, Mr. Vorys. That is part of the rea- 
son for this reduction. As the facilities assistance program and off- 
shore procurement contracts create a capability, particularly in Eu- 
rope, for ammunition, we have been able to provide less ammunition 
from United States’ stocks and funding. Therefore part of this re- 
duction is due to a requisition of the countries’ ¢: ipability, partic- 
ularly in Europe, to provide for themselves. 

Mr. Vorys. But you have $214 million in there for ammunition in 
the program you are presenting here ¢ 

Mr. Hotcomer. That is correct. 

Mr. Vorys. That is a jump up from $149 million that you used last 
year? 

Mr. Hotcomnr. No, sir; that is the amount of new funding. We 
also drew down, you will notice the amount we actually used is the 
difference between this bar and this bar (See chart on p. 697). In 
other words, we have delivered during the past year wel more than 
we have requested funds for, because we have used up and delivered 
from prior-year programs an amount which, if my memory serves me, 
is something over $300 million worth of ammunition in 1957. 

Mr. Jupp. Will the gentleman yield ? 

Mr. Vorys. Yes. 

Mr. Jupp. You are only asking $20 million less than last year? 
Last year you proposed $234 million and this year $214 million; is 
that correct ? 

Mr. Hotcompr. That is correct. 

Mr. Jupp. I still ask John’s question. I don’t see how you have been 
able to reduce much the request for new funds on the basis of the sup- 
posed coming into being of the facilities assistance program. 

Mr. Vorys. You don’t show deliveries on there; do you? 

Mr. Hotcompr. No, sir. 

Mr. Vorys. Have you a delivery chart on ammunition ? 

Colonel Crirz. Yes, sir. 

Mr. Hotcompr. The amount we requested last year was 383. We 
reduced that to an amount used of 234. We are further reducing it 
from the amount we used in this year. 

Mr. Jupp. How is that? You have the proposed fiscal year 1957 
program. Does that apply to the 383% I can’t keep the last year’s 
figures in my mind. 
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Mr. Hoxicomse. Last year’s figures, the request to the Congress last 
year was for 383, new obligations 647. ; 

Mr. Jupp. When you put the top chart down, it looks like it applies 
to the 234. 

Mrs. Ketiy. Were 234 delivered ? 

Mr. Hoxtcomer. No; 234 was removed from this program and 
used for other high priority requirements, or used to absorb the nearly 
billion dollars that was reduced by the Congress. 

Mrs. Keiity. Mr. Chairman, did the request come in from the mili- 
tary yet that I made? 

Chairman Gorpon. I understand they are in the process of getting 
it. 

STATEMENT OF HON. MANSFIELD D. SPRAGUE, ASSISTANT SECRE- 


TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, 
DEPARTMENT OF DEFENSE 


Mr. Sprague. It isn’t completed yet. 

Colonel Crirz. I will have to break it out for you, Mr. Vorys. We 
have the total deliveries and balance as of the 30th of June of this 
month. I would have to get how much was accomplished during the 
year. 

(The information requested is as follows:) 


The following table covers ammunition deliveries: 


Year: Value in millions 
I Tee ca ce ng aR Na- aap sisipierth oianenanmaanieleang nda. $510 
i a sc eeea seinen minnie themes 664 
SP SINE URINE” UIT i ects mcennienenemrenteiraien 873 


Mr. Hotcomne. As I said, it was something over $300 million. 

Mrs. Kexiity. Mr. Chairman. What is the 1949? Is that new 
money ? 

Mr. Hotcomne. That is part of the new obligational authority. 

Mrs. Ketiy. Then you go down to the next and you are going back 
up again, 214. 

Mr. Hotcomne. The total availability, in other words, we have a 
total availability in here of $787 million, which will be available to 
us to deliver ammunition. This time we will have less than a half 
billion, $492 million, from which total funds available to us of un- 
delivered ammunition we can deliver. 

Mr. Vorys. The only way we could make much sense out of it would 
be to have your availability column. The first column labeled, “fiscal 
year 1957, congressional presentation,” does not show total availabil- 
ity at that time, does it ? 

Mr. Hotcomps. Yes, sir. This was the amount that was requested 
to be available. This is the amount which is actually available, which 
is translated into this column just by taking out the amounts that 
were eliminated. 

Mrs. Ketiy. Can we go back to the other chart? That 1030 on that 
column is what you had in the pipeline, plus your new requests? 

Mr. Hotcomse. Plus the request last year. 

Mrs. Kriiy. Out of that entire amount the 383 was the new money 
requested last year to make that total of 1030, so 647 was what you 
had left over from the previous program; then you come to the next 
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program and you depleted that entire amount down to 638, and then 
you are asking for 149; is that correct ? : 

Mr. Hotcomse. No. We actually kept out of the new obligational 
authority, $2 billion, we applied 149 to increase the total availability. 
We reduced the funds carried over by 10. This year in the program 
before you, we are asking for 214. We are contemplating having only 
278 million carryover. 

Mrs. Kexty. It looks as if we can do a cutting job of $2 million 
there, unless you prove that we can’t. 

Mr. Hotcomer. If $200 million was taken out, the total amount 
available would be only $300 million. That is approximately the 
amount of our deliveries this year. So we would have no se aarp 

Mis. Keitty. What were the approximate amount of deliveries last 

year ¢ 
; Mr. Hoxcomer. As I have stated to Mr. Vorys, they are something 
over $300 million. 

Colonel Crrrz. About 360. 

Mr. Vorys. When do you intend to deliver the $214 million that you 
get in fiscal 1958, if you get it? 

Mr. Hoxicomer. The major part of it will be in 1959, though some 
of it will go over into 1960. 

Mr. Vorys. I was shocked to hear last year about the long lead time 
on ammunition. I thought if anything would be current by this time 
it would be ammunition. 

Mr. Horcomsr. The largest part of the ammunition is relatively 
short lead time compared with other things. It is about a 6 months’ 
manufacturing lead time, and then there is about another 6 months 
that it takes to get it through the depot system, loaded and transported 
on the other side to the ultimate consumer. It is an average of some- 
thing like a year. Some items run more than that, particularly the 
complicated types of ammunition. 

Mr. Farrstern. Which is the most expensive type of ammunition 
that you are now sending across ? 

Mr. Horcomsr. In total volume the most expensive would un- 
doubtedly be the 105 millimeter howitzer shell, because of the volume. 

Mr. Farrstern. How much would you say that would amount to, 
approximately, offhand ? 

Mr. Jupp. While he is looking that up, is atomic ammunition 
included ? 

Mr. Hotcomer. No, sir. 

Mr. Farsstetn. In view of the fact that we are reorganizing inter- 
nationally the type of weapons that are being used, and in view of the 
fact that ammunition for howitzers and things of that nature are 
becoming somewhat obsolete, do you feel that it is advisable and neces- 
sary to continue producing ammunition of that type in keeping with 
what has been provided in the past? I presume that is what you are 
doing. 

Mr. Hotcomer. Most of this ammunition is training ammunition. 
Tt is not the type of ammunition that becomes war reserve and stored 
against a wartime contingency. We have examined the major rounds 
of ammunition for exactly the point that you are making and have 
sought military guidance on that matter. 

In some rounds we have cut out the requirements on that basis. For 
example, the 90 millimeter aircraft round is completely out. We are 
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not delivering any more. We told them to start using up the reserves 
because it will not be too long before we expect to have guided missiles 
to do a part of that work but not all. It has been analyzed on that 
basis and our military guidance has indicated relatively few rounds 
at which we can at this time subst: intially reduce our requirements. 
There are some and that has been considered. 

Mr. Vorys. Has any ammunition that we furnished to France gone 
into Algiers ? 

Mr. Hotcomee. I think undoubtedly ithas, Mr. Vorys. I think that 
question can better be answered by General Guthrie, the regional 
director for Europe, who is closer to the particular country problems 
than I am. 

Mr. Spracve. It is quite probable that some of it has. But they 
are producing a large part of their own ammunition requirements, sir. 

Mr. Vorys. What I wanted to know, I was asked this last year on 
the floor, and I know we will be asked this year, are we financing the 
French civil war in Algeria ? 

Mr. Spracve. I think the answer to that is “No.” 

Mr. Horcomee. We have certainly not provided any ammunition 
for that purpose. The ammunition has been justified by the normal 
training requirements of the French Army not engaged in combat. 

Mr. Hays of Ohio. If you will yield to me, when I asked the Secre- 
tary the other day: You can answer that question any way you want, 
but you can’t avoid the implication that we are financing both sides of 
the civil war—— 

Mr. Vorys. How is that? 

Mr. Hays of Ohio. We are helping the French and we are giving 
money to Tunisia and they are helping the Algerians. 

I don’t know if they are using the exact dollar or the exact shell, but 
if they don’t use that one then they have it to use somewhere else and 
can use theirown. It works out the same. 

Mr. Spracuer. For the standpoint of the record, we are not giving 
any military assistance to Tunisia. 

Mr. Serpen. What is the figure on that? 

Mr. Sprague. I don’t know. 

Mr. Hays of Ohio. I don’t know where they are getting the money, 
but we are giving them money to buy materi: al that they are giving to 
Algeria. 

Mr. Spracur. I think the largest part of the Algerian operation is 
coming from Egypt. 

Chairman Gorpon. Mrs. Kelly. 

Mrs. Ketxy. Is this materiel we are speaking of common-item ma- 
teriel that is being produced at the same time in France? 

Mr. Sprague. Yes. 

Mrs. Kerry. That leads to the question that I have been asking all 
along. If this goes over to the Defense Department, and you are go- 
ing to supply this ammunition from here, which takes 1 year to de- 
liver, what would be the lead time if it was purchased in France, and 
what would be the difference in cost? If you have a shell here, what 
does that shell cost in France? 

Mr. Hotcomse. When we were last making contracts, Mrs. Kelly, 
with France, we were getting generally lower prices on ammunition 
than we were getting in the U nited States. To some extent there is 
indication that this was a concealed subsidy on the part of the French 
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Government. But nevertheless the price to the United States was 
lower. 

Mrs. Keiiy. The United States price was lower ? 

Mr. Hoicomnr. The price to the United States when we bought off 
shore was lower than the price when we bought locally in the United 
States. 

Mrs. Ketiy. You avoid the transportation cost and everything else? 

Mr. Hotcompr. I mean, the price of the shell f. 0. b. was lower. 

Mrs. Ketiy. That is a natural deduction, I should think. There- 
fore, I want to know how much, as a result of all the purchases you 
are going to make in the United States under the future program, 
what you anticipate is going to be the difference if everything is 
purchased in the United States as against that which was purchased 
abroad ? 

Mr. Hotcompe. The unit price to the military assistance appropri- 
ation will be somewhat more. The total price to the United States, 
considering that these are facilities that are either owned or largely 
financed by the Government, and which must be put in storage, is 
another matter. That is a very complicated situation. The price, 
when you consider that part of the price in the United States taxes, 
or social security payments, and so forth, the economic cost to the 
United States may well be less by buying in the United States even 
though we pay a greater unit price. 

Mrs. Keitiy. Then you wouldn’t have that lead time if you take 
them out of stockpile? 

Mr. Hotcomer. You would have a production lead time, and the 
year I was talking about was from production <A great part of our 
ammunition is coming from depot stocks where the lead time would 
be something less than that, something from 6 to 9 months. Of course, 
if you are talking about ammunition in France for France, there 
would be no transportation lead time. If you are talking about am- 
munition in France for Turkey or any of those Middle Eastern coun- 
tries, you would have a transportation lead time. 

Mr. Sevpen. You were speaking of France, Mr. Holcombe. Do 
you propose the sum of [security deletion] for the military assistance 
program for France for fiscal year 1958. 

Mr. Houcomer. That is right. 

Mr. Sevpen. Last year did we furnish France [security deletion] 
million ? 

Mr. Horcomsr. That is right. 

| Security deletion. | 

Mr. Sevpen Were there any aircraft included in last year’s esti- 
mate ? 

Mr. Hotcompr. None of that type. 

| Security deletion. | 

Mr. Seipen. Are we increasing this year the amount of ammunition 
over last year? 

| Secur ity deleti ion. | 

Mr. Jupp. Mr. Chairman, I hope somebody else is prepared to ex- 
plain this chart downstairs. All the rest of them have been very clear 
but this one, we might as well pass, as far as 1am concerned. I have 
wrestled with it, this is the third time, and I still don’t get it. 

Mrs. Ketziy. Will it clear it up if we get the deliveries opposite each 
one ? 
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Mr. Hoitcomer. We can provide the delivery information. 

Mr. Hays of Ohio. I'think if you just turn that sheet back to the 
original chart, it is going to be a lot clearer than the way it is now. 
Would you mind turning back until you get that green 234 off there? 
This is what they asked for. Put that one down. This is what you 
actually got. If you remove that, this is what they asked for, this is 
what they got, and this is what they are asking for here. This is what 
confuses it. 

Mr. Hotcomee. We will furnish the committee with copies of a re- 
vised chart. 

(The Defense Department subsequently supplied a table on ammu- 
nition deliveries. See p. 746.) 

Mr. Jupp. If you are going to leave the 234 tab on, you have to put 
some explanation on the. green tab itself as to what it is. 

Mr. Hotcompr. These lines are supposed to do that by referring to 
here. 

Mr. Jupp. What is the 234? 

Mr. Hotcompe. It is a reduction of new obligational authority, a 
reduction from the old availability tots 1] 243. 

Mrs. Ketty. We could have cut $200 million more off last year. 

Mr. Hotcomer. This 24: 3 is represented i in large part by the reduction 
that was actually made by the Congress. But it is true that another 
$500 million, as it turned out, could have been made. 

Mr. Hays of Ohio. The dark blue represents the pipeline? 

Mr. Hotcomps. Yes; that represents the obligated but undelivered 
from prior years. 

Mr. Hays of Ohio. Let’s call it the pipeline. The pipeline was 647, 
it is 638, and it is thought to be down to 278 as a result of these cuts? 

Mr. Hotcompsr. Yes, sir. 

Mr. Hays of Ohio. I don’t see how you could cut much more. 

Mr. Spracue. That is the minimum program that is required. 

Mr. Hays of Ohio. I am looking for cuts. Don’t misunderstand me. 

Mrs. Keity. We are told that the pipeline is almost completed, and 
next time we find it is up $10 million. 

Mr. Vorys. I agree with you, Mrs. Kelly, we can’t understand this 
until we have a statement that would show deliveries. 

Mr. Spracur. We will get that information. 

Mr. Hotcomer. We will provide the chart to take out this. 

Mr. Vorys. What were your deliveries in 1956? 

Mr. Jupp. Put them all in. 

Mr. Hotcompr. We will put them in for each of these years. 

(See table on p. 746.) 

Mr. Jupp. Mr. Hays is right. Mark it “pipeline.” Put that label 
on there because everyone understands it. 

Mrs. Keiiy. There was a new word used yesterday. What was that 
I asked you about, that the Appropriations Committee made you put 
in place of “undelivered” ? 

Mr. Hotcomee. Unliquidated obligations. 

Mr. Jupp. They have them obligated but have not liquidated the 
obligations. 

Mr. Hoxtcomer. It is substantially the same as undelivered. It isa 
technical difference and is required by the financial people, including 
your Appropriations Committee. 
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Mr. Farestern. In that second chart you have delivered practically 
as much as what you are requesting for the coming year. In other 
words, your 1957 7 pipeline was $638 million. Your bs: alance i in the pipe- 
line is $278 million. That means you have delivered approximately 
$350 million ? 

Mr. Hotcomer. Not entirely. This also represents to a certain lim- 
ited extent, funds that we find can be taken out of ammunition and 
used for other purposes, one of which I will show you in the next chart. 

Mr. Spracur. But in general, that is correct. 

Mr. Hotcomer. That is the major fact. 

Mr. Farsstrin. You have delivered about $350 million, and for the 
fiscal year 1958 you are only as sking $492 million ? 

Mr. Hoicomsr. That is correct. 

Mr. Farsste1n. The difference seems to be inordinate, doesn’t it? 
During those two periods there is $350 million of the pipeline that is 
used up ? 

Mr. Hotcompr. That is correct. 

Mr. Farsstrery. You are asking for $214 million to replace that $350 
million ? 

Mr. Hotcomse. That is correct, sir. 

Mr. Farnsrer. If you used up $350 million, if you use up the same 
amount in 1958, you are only going to hi ive about $1: 50 milli mn for 1959. 

Mr. Hotcomer. We will have less than a year’s carryover. Of 
course, we will get a new amount for 1959. What we are trying to do 
is get this particular pipeline down to less than a year. 

Mr. Farssrern. And a year is how much, approximately; $500 
million ? 

Mr. Hortcomer. These delivery figures that we will give you will 
include some training ammunition. They will also include some 
deliveries for war-reserve ammunition. We expect by this time that 
our war-reserve deliveries will be largely completed. So that we will 
be working only against the training ammunition, which is a smaller 
base. 

Mr. Farsstretn. What do you anticipate will be a year’s requirement ? 

Mr. Hotcompr. For 1959 ? 

Mr. Farpstretn. Yes. 

Mr. Hotcomne. I will have to get that figure. 

Mr. Furron. Will the gentleman yield? 

Mr. Farrsrer. Yes. 

Mr. Fouron. If you look at the chart that has the figure $638 mil- 
lion on it, you see fiscal year 1957 is $149 million, and if you add those 
2 sums together you get $787 million, and you subtract over on the 
right $278 million from it and you get $409 million. That is actually 
the amount that they have delivered, which is in excess of the $350 
million that you have been talking about. 

Mr. Hotcompr. As I pointed out, we found some funds in here that 
were not required for ammunition and which we used for other high- 
priority purposes. 

Mr. Fuuton. You do not start with $350 million; you start with 
$409 million ? 

Mr. Hotcomrr. Not when we are considering deliveries. The total 
amount we have reduced the availability for ammunition is the amount 
you have mentioned. 
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Mr. Jupp. Mr. Chairman, why don’t we skip it now and come back 
to it when we get it revised ? 

Chairman Gorvon. We will do that. 

Mr. Houcomper. In the lhigh- priority area of new or advanced 
Weapons, the total amount of $553 million was justified in the request 
of Congress last year. (See chart on p. 697.) This is a new field in 
which there was no carryover. This was for guided missiles, for new 
types of aircraft, for early warning equipment, and for certain new 
antisubmarine detection devices. 

The same type of analysis was made of this program, and, as a re- 
sult, we found at the outset that there were certain things that had 
been left out of the request which had to be added such as test equip- 
ment, training, ground handling equipment, and so forth, which 
brought the total requirement for the program presented to you last 
year to about $600 million 

On the other hand, the same kind of technical analysis in using 
the new data available to us, which included the estimates of the 
military departments on how fast they could produce these weapons, 
helped us with a reduction without reducing any of the requirements 
that could have been provided. The $188 million resulted partly 
from price reduction; deferrals where the amount required militarily 
could not be produced within normal lead time, certain amounts that 
the country could buy within their own capabilities. 

Mr. Farestetn. This sum will increase as the years go on ? 

Mr. Hotcomer. That depends on the authorization of Congress. 

Mr. Faresrern. In the normal course of events, and to respectably 
defend these various countries, you are going to supply missiles which 
are so infinitely more expensive than the old type ammunition; of 
necessity it appears that the amount of money that will have to be 
contributed will be much greater than the amount of money that you 
are going to save in the use of old weapons, which certainly cannot 
be compared to the increase in the cost of the new weapons. The 
furnishing of new weapons is going to reach an astronomical figure: 
is not that so? 

Mr. Hotcompr. The amounts here are for the initial equipping. 
This is for providing new battalions and squadrons. As we get them 
ones: there is only the maintenance cost, which we expect. This 
is mostly Europe we are talking about here. We expect the European 
countries to be able to bear largely for themselves. And we expect, 
as their economic capability increases, that they can bear a larger 
portion of this. I think it will show better in the next chart. | 

The amount here of 409, then, was provided in spite of an approxi- 
mate billion dollar reduction in our appropriation by the savings we 
made in the lower priority items. In the actual running expenses 
we were able to fund all of the requirements which could be provided 
within the normal] lead time for these high-priority weapons without 
any reduction because of the reduction in fund availability. 

To answer your question, in the next year, we anticipated a pro- 
gram of $489 million, but we were only asking in this request $338 
million, because 151 of it is expected to be financ ced under the milits ary 
sales program by the countries which have the capability to make 
that contribution to their own force improvement. 

Mr. Faresretn. You are going to ask for $338 million additional: 
that is, for the new missiles. How much for the old ? 
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Mr. Hotcompr. For the support of these ? 

Mr. Farssrein. No. You are still going to retain your howitzers 
and the rest of that business. How much are you going to need for 
that ¢ 

Mr. Hotcompr. Those are the amounts I have been talking about 
here in ammunition and in spare parts. 

Mr. Farsstrern. So, you have $338 million plus, at least $200 million, 
or perhaps more, so that the minimum for the following year will be 
approximately $600 million ? 

Mr. Spracue. Not necessarily. 

Mr. Hotcompe. This is a modernization. It is true that one has to 
keep modernizing. Modernization does not stand still. It is a 

capital expenditure. Once we have modernized this force, by and 
large, the recipient countries, with the exception of a few, can take 
over the maintenance of this equipment. 

Mr. Farssrrin. I can understand that the thing you shoot the 
rocket from is a capital expense, but the rocket itself is expendable, 
isn’t it? 

Mr. Hotcomsr. The rocket itself is largely a capital expense. There 
are a few that are shot in training. But very few compared to the 
large number you have to have to equip the forces, to begin with. 

Mr. Vorys. Off the record. 

( Discussion off the record. ) 

Mr. Hays of Ohio. You have brought up an interesting subject 
when you mentioned Nikes. How muc ch money is there in ‘this pro- 
gram for those things? 

Mr. Funron. And aren’t they becoming obsolete ? 

Mr. Hays of Ohio. I don’t know how obsolete they are. They had 
a test firing at which many Ohioaris were present and they couldn’t 
eveii hit a Piper Cub with it. 

Mr. Fuvron. I believe they are obsolete. 

Mr. Jupp. You should have had a bigger target. Put up a strato- 
cruiser. 

Mr. Fuiron. Why isn’t that current program becoming obsolete? 

Mr. Hotcomnr. Can I say something about the Nike off the record ¢ 

(Discussion off the record.) 

Mr. Farssrein. My question is on the record. Is there any pro- 
scription against any of these NATO weapons going to Algeria? 

Mr. Spracur. Yes. As part of our bilateral agreement with each 
of these countries, they will only be used in the defense of the NATO 
area 

Mr. Hays of Ohio. That brings up an interesting question. You 
have that agreement. May I parenthetically say that I am sympa- 
thetic with France in this particular situation, but just since you 
have an agreement, does that mean none of it goes to Algeria? 

Mr. Spracur. No, it doesn’t. We know that some of the equipment 
which we have provided to France has gotten to Algeria. But, it is 
impossible to determine how much, and we are of the opinion that it 
isa relatively small amount. 

Mr. Morano. When those divisions were pulled out of NATO with 
the permission of NATO by France to send to Algeria, did they or 
did they not take some of this equipment with them ? 
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First of all, before you answer the question, I want to say I am very 
happy to see a distinguished constituent from New Canaan in such a 
high and important post. Iam sure he is doing an outstanding job. 

fr. Spracur. Thank you. Mr. Morano, or Al, as I have alw ays 
known you. When the French divisions [secur ity deletion] went to 
Algeria, some of the equipment which they took was undoubtedly 
equipment furnished by the military assistance program. None of it, 
however, was in the modern weapons category. 

Mrs. CHurcuH. Was any protest made about that by us? 

Mr. Spracue. I believe, by the State Department. 

General Norstad, of course, never did accede to the French request 
to remove those divisions. But there was nothing he could do about it. 
On the record, he opposed it. That opposition still stands. I under- 
stand that the French have agreed before the end of this calendar year 
to make up half of the divisions which they removed to Algeria by 
replacing them committed to the NATO de fense in Germany. 

Mr. Morano. Isn’t it a fact that there is no written agreement which 
the French violated by doing what they did that you could hold 
them to? 

Mr. Spracur. There is no written agreement, as I understand it, 
which they violated. Every country is a free agent in NATO to use 
their forces in their own defense effort, which France considers Al- 
giers to be. What they do each year is to draw up their force goals 
and revise them from time to time, and it is a commitment of the coun- 
try to try to meet that force goal to the best of its ability. 

‘Mr. Jupp. Mr. Chairman, the treaty of the North Atlantic Treaty 
Organization says: 

An armed attack on one or more of the parties is deemed to include an armed 
attack on the territory of any of the Parties in Europe or North America, on the 
Algerian Departments of France, on the territory of Turkey or on the 
islands * * * 
and so forth. 

Maybe the French are able to represent the rebellion there as an 
attack upon the Algerian department, although that wasn’t what was 
contemplated in the treaty. It isan internal attack. 

Mr. Spracue. A revolution rather than an overt aggression. 

Mr. Morano. In other words, all the French can be accused of, and 
not by any force of agreement, is the fact that they failed to meet 
their commitment or to keep it from 

Mr. Spracut. That is correct, because of the exigencies of an inter- 
nal situation. I don’t doubt but what the United States would do 
the same thing under similar circumstances to protect herself. 

Mr. Morano. And we would be permitted to under the NATO 
policy ? 

Mr. Spracue. Well, there isn’t anything in the NATO policy which 
would prohibit it ; that is correct. 

Chairman Gorpon. Mr. Fulton. 

Mr. Fuuron. I would like to ask if the Nash commitment to West 
Germany is still in effect, and are we making deliveries under that ? 

Mr. Sprague. I think Mr. Holcombe plans to speak to that in con- 
nection with another chart. One of the matters indicated on the first 
chart was the German stockpile. 
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Mr. Hoxtcompr. The Nash commitment is still in effect and we are 
making deliveries under it as rapidly as the Germans can use the 
material. 

Mr. Fuiron. How much can you say is undelivered under that 
commitment ¢ 

Mr. Hotcoms. Most of the army and navy deliveries, grant aid, 
have been made. Most of the outstanding deliveries are now in the 
air force, which takes the longest time to build u 

Mr. Spracur. That is the slowest part of the German buildup. 

Mr. Fuuron. I didn’t hear the teen red 

Colonel Crirz. [Security deletion.] That is the total program. 

Mr, Foxton. That has not been yet delivered under the Nash com- 
mitment. How much of that still undelivered commitment is in this 
particular current year program ? 

Mr. Horcomeg. There is no new program. This has all been pro- 
gramed in the past. 

Mr. Futron. How much are you going to deliver during this current 
fiscal year is what I am asking. 

Colonel Crrrz. Fiscal 1957 ? 

Mr. Fuuron. Yes. And then what do you propose in fiscal 1958? 
I am trying to get the present status of the German commitment, 

Colonel Crrrz. I think we should let Mr. Holcombe continue. 

Mr. Hotcomps. I don’t have anything further. 

Colonel Crirz. Last year we informed the Congress that there was 
a certain amount of money that you had approved to us over and 
above that Nash commitment [security deletion], and we would re- 
port what we were doing with that. 

He has shown that $149 million of that was diverted to other require- 
ments of the amount that I have just given you of [security deletion ] 
we may be able to divert some of that to other requirements, which is 
one part of our commitment to the Congress. 

Mr. Furron. If he will then talk to the priority of West Germany 
in relation to other programs and countries, I would like to hear 
that 

Mr. Hoxcomse. In the program for 1957 or 1958, there is no mate- 
riel being requested for Germany. There is still undelivered materiel 
from the Nash commitment which is being delivered as fast as the 
Germans can take it, that is, as fast as they can effectively utilize it. I 
think this had better be off the record. 

(Discussion off the record. ) 

Mr. Morano. To change geography a little bit, I want to take you 
to Latin America. As I understand it, there is none of this type of 
equipment, aside from equipment perhaps that our own forces are 
using, in Latin Amer! ica; is that true? 

Mr. Hoxcomer. That is correct. There is none of this type equip- 
ment. We have ‘offered for sale to a couple of countries down there 
a naval aircraft, the S2F, which is a fairly modern and fairly hot jet 
maritime aircraft. But we have not had any of them in grant aid. 

Mr. Morano. Then the responsibility and the obligation to protect 
any vital areas in Latin America and other sections of the Western 
Hemisphere remain with our own forces ? 

Mr. Hotcomsr. Other than with conventional forces. 

Mr. Spracun. That is correct. The JCS largely suggests a program 
for Latin America only items of equipment which will permit them 
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to maintain internal sécurity and to have a modest capability to assist 
in defending coastal waters. 

Mrs. Cuurcu. Will the gentleman yield? 

Mr. Morano. Yes. 

Mrs. Cuurcu. Could you tell me how much equipment we are send- 
ing to Cuba? 

{Security deletion. ] 

Mrs. Cuurca. I have seen this item in the book here. I keep getting 
reports that there is more going. If that is true, how can it be sent 
there? 

Mr. Hotcomse. The military sales program is open to Cuba. They 

‘an buy equipment to meet requirements which we do not fill from 
grant aid. 

| Security deletion. | 

Mr. Hotcomse. With the possible exception of the value of excess 
stock, there may be a small amount of that. ‘That is in the last line of 
the sheet. 

[Security deletion. ] 

Mrs. Cuurcu. When allocations are made, do you take into con- 
sideration how much Cuba is buying independent of government 
grant; is that considered ? 

Mr. Hotcomer. Yes. Under the new programing process we re- 
quire that the country team and our MAAG submit to us what the 
country is buying on its own, not only from us but from other sources, 
or making itself. So this is all taken into account in figuring the gr ant 
aid program. 

Mrs. Cuurce. Would it be appropriate to ask for those figures so 
we might know exactly how much material is going in there? 

Mr. Spracur, You mean, by purchase from abroad ? 

Mrs. Cuurcu. By purchase from the United States. 

Mr. Hoxcompe. Yes, we can provide that. 

Mrs. Cuurcu. Might I ask a further question, if the gentleman will 
yield. 

Mr. Morano. I am glad to yield. 

Mrs. Cuurcn. Is the policy of sending this materiel reviewed? I 
do not know whether by you, or prob: bly by the State Department. 
Do you happen to know about that ? 

Mr. Spracue. It is reviewed, as far as we are concerned, by the Joint 
Chiefs of Staff. 

Mr. Hotcomer. It was reviewed with the State Department in De- 
cember before this was presented. It will be reviewed again in July 
before this is implemented for each country in the world. 

Mr. Futron. And I hope it is reviewed in the light of the fact we 
have a tremendous naval base at Guantanamo Bay under a treaty with 
this present government, respected by this government, which has 42 
years yet to run. It is one of the vital chains in our United States 
defense. 

Mr. Hotcomse. That is right. 

Mr. Spracur. Our 1958 program was prepared a long time ago 
based on conditions that existed at that time. Before the program is 
actually implemented by the delivery of equipment, it is reviewed again 
exhaustively to determine whether changing circumstances make it 
desirable whether to increase or decrease it in certain instances. 
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Mr. Morano. I am a little bit in the fog about this. I turn to page 
1, Latin America, and I see military ¢ assistance e, Various types of assist- 
ance, but under “military assistance” the big country is Brazil [secu- 
rity deletion], none for Bolivia. 

[Security deletion. ] 

Mr. Jupp. These are sales. They bought them from us. 

Mr. Morano, That is what I am talking about. 

Mr. Jupp. You are talking about grants. 

Mr. Morano. That is what I am talking about. 

Mr. Jupp. These are sales [security deletion ]. 

Mr. Morano. That is where I am confused. I hear a figure of $17 
million flying over here. 

Mr. Jupp. Some are grants and some are sales. 

Mr. Morano. I want to pin it down to military assistance, 

Mr. Spracur. Mr. Chairman, I might say at this point, that the 
Assistant Secretaries of State in charge of the regional areas and the 
four directors of the regional areas in my office are scheduled to appear 
before the committee. They will be prepared to give a detailed break- 
down country-by-country of the sales and the grant-aid programs in- 
sofar as military assistance and economic development funds are con- 
cerned. I think the information you can get from those people will 
be more specific and detailed —— 

Mr. Morano. I wasn’t seeking that kind of information. All I was 
asking was to determine whether or not in all this Western Hemis- 
phere, outside of the continental United States, whether we have a 
missile program to protect, let us say—— 

Mr. Spracur. There are no—— 

Mr. Morano. The entrance to the Caribbean Sea or the entrance to 
the Gulf of Mexico. Of course, the Panama Canal we understand. 
In other words, I am trying to pinpoint this situation. In none of the 
countries of Central America, for ex: umple, is there any missile pro- 
gram or modern airplane program / 

Mr. Spracur. That is right. It is almost entirely conventional and 
on a very limited basis. 

Mr. Morano. Do the Joint Chiefs of Staff believe that is a safe thing 
to do? That is the next question I had. 

{Security deletion. | 

Mr. Spractur. The program is designed largely to make it possible 
for them to maintain their internal security. 

Mr. MorGan (presiding). Mr. Morano, this will be all brought 
out on Thursday afternoon when we have the Latin American coun- 
tries up. I think maybe we should proceed. Tomorrow afternoon, 
if vou come to the session, we will be on Latin America. 

Mr. Morano. I will yield to the gentleman, if I may do so. 

Mr. Piccuer. I want to say that if Chile got jet planes it would 
scare that cavalry to death. I was down there last year and saw them 
all parading. They extended for three-quarters of a mile, all the 
soldiers riding on those horses and cavalry, a jet plane would play 
thunder with them. 

Mr. Hotcompr. May I recapitulate, then? The carry forward 
funds and the pipeline are reducing through this period as a result 
of the new management techniques, and the program which actually 
shows here as $2 billion was by savings effected and reductions effected 
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in the carry forward, actually increased so that we had a new pro- 
gram in 1957 of $2.3 billion instead of the $2 billion appropriated 
in new obligational authority. 

Similarly, i in 1958, with a new obligational authority requested of 
$1.9 billion, the new program will be $2.2 billion, plus funds for mili- 
tary sales of $175 million, bringing t the total program, new program, 
up to $2.4 billion. 

A word with respect to the fund for financing military sales, which 
is an essential part of being able to carry through this program of sav- 
ings and reductions, or reductions of funds available. 

resently, it is possible to finance military sales to the countries 
which can buy our goods instead of having to have them given to them 
through section 106, which the individual milit: ry departments can 
undertake with their own funds. But with the shortage of their own 
funds, they have usually not been willing to put up funds for this 
purpose. Under section 103, military assistance funds appropriated 
for grant aid could be used for that purpose. 

But these funds are appropriated for specific purposes and there- 
fore cannot generally be diverted to financing reimbursable sales. The 
result is that certain countries which could have bought military ma- 
teriel, if they had been able to pay for it gradually, or even pay for it 
on delivery, have not been able to make a purchase when they had to 
put down the whole amount of money in advance of the time they were 
going to be able to get the material delivered. 

Similarly, a country that could take over its own maintenance sup- 
port—let’s talk about spare parts for a moment, could come in on a 
country store basis, purchase its requirements day by day, but it can’t 
always provide funds that are necessary to finance the retail and 
wholesale stocks. 

This fund of $175 million, together with certain language changes 
in section 103, is designed to put us in the business so that we can 
sell on advantageous terms where a country has the capability rather 
than having to give so much grant aid. We have anticipated this 
will, even immediately to some extent, reduce the amount that will be 
required for grant aid. This has been taken into account in the 1958 
program and : appropriation request to the Congress. 

Mr. Morano. Mr. Chairman, all of this $1.9 billion, that is all grant 
aid, isn’t it? 

Mr. Hotcomer. Yes, that is correct. 

Mr. Morano. Why haven’t you projected the blue box over there 
on that 1959? 

Mr. Hotcomse. Because we do not have an appropriation request 
for a program yet for 1959. We are in the process of preparing it. 

Mr. Morano. I see you are going down the scale in your carry for- 
ward, and apparently going down a little bit in the availability. 

Mr. Hotcomepr. Actually, this is about level on availability. Be- 
cause, as I pointed out, our actual program here as a result of reduc- 
tion in savings was $2.3 billion, and $2 billion. In this ease the total 
is $2.4 billion and not t $1.9 billion, though $175 million of that is not 
current program, but a one-time request for a capitalization or an in- 
ventory to put us in the selling business rather than the giveaway 
business 

Mrs. Ketuy. I would like either now or some time an explanation 
of this 103. I don’t know what that is. I am trying to find it. 
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Mr. Spracuet. I think that comes up specifically. 

Mr. Hotcompr. The lawyers will discuss that, the legal side of this 
thing. Section 103 authorizes us to make reimbursable sales. 

Mrs. Ketty. That is the $175 million ? 

Mr. Hotcompg. Yes. 

Mr. Fascett. Mr. Chairman, I just want to review some figures 
here. The $1.9 billion is the requested authorization and appropria- 
tion ? 

Mr. Hotcompsz. That is correct. 

Mr. Fascetu. For fiscal 1958 ? 

Mr. Hoxtcomepe. Yes. 

Mr. Fascetu. It is estimated that you will have expenditures of 2.2 
for fiscal 1958 ? 

Mr. Hotcomepg. Yes. 

Mr. Fascett. You have a carry forward of 4.4? 

Mr. Hotcomssg. That is correct. 

Mr. Fasce.t. Is that 4.4—I am trying to read the analysis, and I 
am not sure I understand it completely—is the 4.4 obligated, unobli- 
gated, reserved or unreserved ? 

Mr. Houcomer. The $4.4 billion is obligated or reserved, except 
for $500 million, which has been reported to the Congress as not re- 
quired for obligation during this fiscal year. However, it is requested 
that it be reappropriated to permit a total program of $2,225 million 
of grant aid, plus $175 million, to finance military sales. 

Mr. Fasceii. With respect to the accounting procedures as far as 
IRA is concerned, what is the relationship between congressional 
authorization, congressional appropriation, and budgetary practices 
of IRA? 

Mr. Houcomse. I am not sure I understand what you refer to as 
“TRA”? 

Mr. Fasce.y. Is that your department 

Mr. Hotcomer. ISA. ISA isa part of the Department of Defense. 

Mr. Fascett. What is the relationship as far as your department is 
concerned between congressional authorization, congressional appro- 
priation, and budgetary practice within your department ? 

Mr. Hotcomse. The funds are appropriated to the President pur- 
suant to the authorization act. Currently the President—— 

Mr. Fasceiu. Let’s stop right there. Has the appropriation any 
relationship to the presentation made for authorization ? 

Mr. Hotcomsr. Yes. The appropriation has generally been the 
amount of the authorization. 

Mr. Fasceitn.. From a budgetary and accounting standpoint, in your 
department, is the allocation of total appropriated funds for a fiscal 
year a lump-sum appropriation ? 

Mr. Hotcomer. The allocation is not lump-sum, 

Mr. Fascett. Is it by regions? 

Mr. Hotcomsr. No. There is a country program, which must. be 
justified to the International Cooperation Administration, which has 
the responsibility for coordinating all forms of aid. It must also be 
justified to the Bureau of the Budget, which has the responsibility for 
making an apportionment under the Budgeting and Accounting Act, 
as amended. 
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Mr. Fascert. When the money has been appropriated, and it comes 
back to your department, how is the allocation made by your depart- 
ment ¢ 

Mr. Hotcomse. What I was talking about was after appropriation. 
After the appropriation you must still get program approval from 
the ICA, which coordinates, of course, with the proper authorities and 
agencies in the State Department and the Bureau of the Budget. 

Mr. Fascetu. The program approval at that point, is it within the 
ceiling limits authorized for a particular country, must it be within the 
ceiling limits authorized for a particular country ? 

Mr. Houtcomsr. This sets the ceiling limits. 

Mr. Fascetn, What sets the ceiling limits? 


STATEMENT OF BENJAMIN FORMAN, OFFICE OF GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE 


Mr. Forman. The appropriation is not made by countries but is a 
lump-sum appropriation for military assistance. Part of that is 

sarmarked for administrative expenses. There is a ceiling on that. 

When the appropriation is made, and it is made to the President, 
it is deemed, under the existing Executive Order, to be automatically 
allocated in a lump sum. The word “allocated” is a technical budget- 
ary term. 

That doesn’t mean that the Department of Defense has the money. 
It has to be apportioned by the Bureau of the Budget. 

Mr. Fascetu. Is that apportioned by quarters ? 

Mr. Hotcomee. It isnot appor tioned by quarter. 

Mr. Forman. It is apportioned to the program, but they don’t ap- 
portion the whole program at one time. 

Mr. Fascetx. As I understand it, I am trying to understand this 
thing, that is the reason I am asking these elementary questions, after 
an appropriation, and so forth, the Department of State, ISA or ICA 
must go to the Bureau of the Budget for its quarterly allocation ? 

Mr. Hotcomesr. It must present a program and get an apportionment 
of funds. This need not be quarterly. It can be for the whole year, if 
the Congress so approves. Since our program, is not generally a 
quarterly program—— 

Mr. Fascetx. I don’t follow that. Let me put it this way: What is 
your practice with respect to getting funds after they have been ap- 
propriated? What is the current practice ? 

Mr. Horcomse. I think I can show you that readily by a chart back 
here. 

Mr. Fasceti. We have a gentleman over here that would like to 
answer it. 

Mr. Forman. Mr. Holcombe’s chart shows the answer. 

Mr. Hotcompr. We have been trying to get the program earlier in 
the year so that we can institute action. It is true in the past it has 
been a very gradual practice. Most of this is a capital program where 
quarters don’t mean anything particularly. In other words, you are 
going to buy so much equipment for a country. The earlier you can 
get that money obligated and supply action initiated the less carry- 
forward we have to have. 
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Mr. Fasceiu. I am talking about getting it obligated by your De- 
partment. Asa matter of fact, the money is yours pr actically the day 
it is appropriated ? 

Mr. Hotcomer. No; it is not. Because, after it is appropriated, we 
still have to present country programs to the International Coopera- 
tion Administration for approval. Then we have to present an appor- 
tionment request to the Bureau of the Budget, who actually apportions 
the funds to the extent they approve our request. 

Mr. Fascetz. That is what I am getting at. It gets back to my ori- 
ginal question: What relationship does that process have to the authori- 
zation? In other words, when you go up there for presenting your 
program to ICA, who, in turn, gets authority from the Bureau of the 
Budget on the appropriated funds, is there any requirement which 
makes it necessary for them to remain within the presentation made 
for the authorization or the appropriation ? 

Mr. Sprague. Yes, sir; within it. 

Mr. Fascety. Within the total limit only ; is that correct ? 

Mrs. Kerzy. Will the gentleman yield? 

Mr. Fascetv. I yield. 

Mrs. Kexiiy. Flexibility comes into this because there is no ceiling 
onacountry program. If the President decides to transfer X number 
of dollars to another country, it is not within a ceiling. There is no 
ceiling limit per country; am I right? 

Mr. Forman. You are right. 

Mrs. Ketiy. Therefore, [ have asked: What is the transferability 
under this entire program from one phase to the other? I haven’t 
received the answer. 

Mr. Fascett. Evidently they. remake the entire budget. 

Mrs. Ketiy. That is right. May I follow that further ? 

Mr. Fasceraz. Certainly. 

Mrs. Ketty. When we were in Europe, I think Mr. Selden was with 
me, on EUCOM, the checks for the ordinary pay hadn’t come in for 4 
days. We were told they come in monthly—is that correct ?—and 
at times they didn’t come in on time. The personnel went without 
pay because of the failure of the approval of the expenditures, 

Mr. Forman. If I may comment on that, one reason there are 
changes is that the Congress does not necessarily appropriate the 
amount requested. 

Mrs. Key. This is after it is appropriated, allocated 

Mr. Forman. With respect to changes and transfers, there is a 
specific provision in the act, section 513, which requires us, when any 
transfer is made under section 501, or any other action is taken under 
the act which will result in furnishing assistance of a kind, for a pur- 
pose, or to an area substantially different from that included in the 
presenti ition which is before you, to report to this committee and to 
the Committee on Foreign Relations of the Senate, and to the Armed 
Services Committee, the reasons and the justification for that change. 

Mrs. Ketiy. That is a different thing. Those reports come im. 
The other statement I made was in regard to the administration, the 
monthly checks which cleared through EKUCOM in Paris. 

Mr. Spraaur. We wouldn’t be able to comment on that. 

Mr. Fasceiu. Let’s take a for-instance, if we can, real quick. For 
example, in Europe, you have in your authorization presentation the 
idea that you will have $30 million for military assistance. Let's 
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assume that Congress authorized and appropriates a total request of 
$1.9 billion. Then you are ready for your process of ICA to go on 
and program, and the Bureau of the Budget. 

At this point the decision is made in ISA that you don’t need $3 
million in Austria this year, that you can get by with $15 million. 
Is there any reason why you can’t go ahead and allocate $15 million 
of military assistance to Austria if you so desire? 

Mr. Hotcomen. That is correct. 

Mr. Fascetx. Let’s take it the other way around. Let’s assume you 
need $45 million for fiseal 1958 in Austria. You could do that ? 

[Security deletion. ] 

Mr. Fascetu. I picked the wrong figure. 

Mr. Hoxcomee. I think it is a good example. There are a lot of 
other restrictions and qualifications that must be observed in addition 
to the one lump-sum figure. 

Mr. Fascetx. Let’s see if I can clarify this in my own mind. Let’s 
assume, for the purpose of discussion, that you had $20 million for 
military assistance for Austria, that after the full amount has been 
appropriated you make your program request and ISA decides that 
you need $25 million in Austria; you could do that, couldn’t you? 

Mr. Hotcomseg. Yes. 

Mr. Corrtin. In that particular case, where you feel it is wise to 
increase the amount going to a particular country, and there are funds 
within the total ceiling so you can do that, what are the mechanics of 
accomplishing that increase{ Do you have to goto ICA; do you have 
to go to the Bureau of the Budget again ? 

Mr. Hotcomer. If the money has already been appropriated, we go 
back only to ICA. 

Mr. Corrtn. You don’t have to go to the committees of Congress 
before you do it? All you have to do is report what you have done? 

Mr. Horcomer. That is right. Though, in some cases, if we know 
there is particular interest, a report is frequently made for the in- 
formation of the chairman and usually the ranking members. 

Mr. Fascetz. You are not required under the law to make a report 
because there is no substantial difference in the program ? 

Mr. Hotcomsr. That is correct. 

Mr. Fascetzi. You are not changing the objectives for which the 
money is used ; isn’t that correct ? 

Mr. Forman. In the example you gave of change from $15 million 
to $25 million, section 513 does apply. 

Mr. Corrtn. If I may ask, what are the criteria for determining 
whether it is a substantial change or not ? 

Mr. Forman. In addition to the “substantially different” criteria, 
there is another clause in section 513 which says— 
or which will result in expenditures greater by 50 percent or more of the proposed 
expenditures included in the presentation. 

So you know, if it is at least 50 percent, you have to report. Beyond 
that you have the substantial-change test. 

Mr. Corrrn. Have any criteria been worked out as to what is a sub- 
stantial change? Do you figure that in terms of percentage for the 
country? Of course you have the 50-percent limitation, but what do 
you say on the point of substantial change? 

Colonel Crirz. In our report, which comes to the Congress semian- 
nually, we make a percentage report regardless of whether it is sub- 
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stantial or not, and show the Congress, and say that it is 103 or 97, or 60 
or 160. We include that in the report. We only make a full explana- 
tion where the change is substantial; in other words, say, from 15 to 
25. But if it was only 97 or 103, we make no explanation. We show 
you the percentage change that was effected. If there was a big 
change, we include that in the report and explain why by each country. 

Mr. Corrrn. You must determine before you make any change 
whether it is substantial for the purpose of reporting to the com- 
mittees ¢ 

Colonel Crrrz. That is correct. 

Mr. Fascetu. Will the gentleman yield ? 

Mr. Corrin. I yield. 

Mr. Fasceux. Is that a condition precedent under the law or may 
it be a condition subsequent in the judgment of the reporting de- 
partment? 

Colonel Crirz. It may be a judgment subsequent. 

Mr. Hotcomer. One more point, Mr. Chairman. With this reduc- 
tion of carryover and the reduction in the amount of new obligational 
authority required as compared to the size of the program, there has 
also been an increase in the amount that is being provided for the 
very long-lead time item. 

Thus, you will note that in the force improvement, that is, the 
modernization, plus the amount requested for financing sales, which 
also requires a long period to make a turnover, in 1957 only 46 per- 
cent of the total availability represented that type of item. In 1958 
it is up to 53 percent, and the carryover in 1959 will represent 58 per- 
cent of that type of item, showing that the reduction has been made 
in the routine day to day operating requirement, and not by cutting 
the high priority requirements for the buildup and modernization of 
our forces. 

Mr. Vorys. I don’t understand that one. 

Mr. Spracur. We are spending less money all of the time, Mr. 
Vorys, for maintenance and operating costs and increasing the pro- 
gram with respect to modernization. 

The overall increase of the modernization is less than the decrease in 
operating and maintenance costs. 

Mr. Hotcompsr. It shows with the reduction in the total availability 
and in the carry-forward we are not taking it out of the high priority 
item, we are not lessening the program, but in fact we are continually 
putting a larger percentage of this decreasing amount into the 
items which give us the maximum increase in military readiness for 
the dollar expended. 

Mr. Spracur. It is also because we are insisting to a greater extent 
than before that the countries themselves bear a larger share of the 
burden of maintenance. 

Mr. Vorys. You say, “force improvement.” I appreciate a lot of 
these weapons, and certainly a lot of the rolling stock of World War 
II vintage, are beginning to get pretty beat up. But in general by 
this time you ought to have pretty well furnished the basic equip- 
ment, I mean, the planes, tanks, guns. 

Mr. Hotcomse. Except in the Middle East, that is true, sir. 

Mr. Spracue. And to the extent that we are modernizing from the 
conventional to the more advanced weapons. 
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Mr. Hotcomne. This is largely modernization and not initial equip- 
ment, except in the Middle East, where it represents a large part of 
initial equipment. 

It is the sort of thing that is long-lead time, high priority, and 
the reductions are being taken in the Taintenanc e items. That is the 
point of this chart. (See charts on pp. 683, 699.) 

In summary, then, the action taken administratively and from a 
management point of view has served to further our objectives of 
protecting United States bases, protecting and supporting our regional 
pacts, safeguarding sources of critical materials, and building and 
modernizing allied military strength, and doing so at the least possible 
cost through better planning, such as the maximum use of the country 
capability data that I have described, through better screening by 
insistence on regional military priorities, and reporting data as to 
assets and usage rates, through better funding, through limiting ad- 

rance funding to the required lead time and pushing forward the time 
in which we make funds available to the military departments, and 
lastly, through better administration such as the coordination and 
issuance of single instruction, unified production planning and im- 
provement in the scheduling and timing of the program. 

All of these have permitted better defense for the free world and 
better use of our dollars through better management. 

Mr. Vorys. Could I ask a question on the data as to assets? I under- 
stand the data as to usage rates. That was illustrated, I presume, on 
spare parts and ammunition, too, but data as to assets, I don’t under- 
stand that. 

Mr. Hotcomer. Through a uniform and more detailed and technical 
reporting of assets we have actually found that in some countries we 
have already provided as much as was required and that a stated addi- 
tional requirement did not in fact exist. 

In one or two countries and in certain rounds of ammunition we have 
found, for example. that the war reserve was in excess to that author- 
ized in the area, and it required that they draw it down for their next 
2 years’ training instead of providing additional. 

In that case we made a saving or reduction, because we got assets 
data and we took it into account in programing to an extent we had 
not been able to do in prior years. 

Mr. Moraan. Mrs. Kelly, do you have a question ? 

Mrs. Ketuy. No, thank you, Mr. Chairman. 

Mr. Moran. Are there any further questions ? 

Mr. Corrtn. One final question that may have been gone over before : 
Speaking of the $175 million for financing of sales, what are the 
mechanics of that? Go through a transaction of how that money 
would be used. 

Mr. Horcomer. I will go through two transactions. Let us say that 
a South American country wants to buy a subchaser or a squi adron of 
aircraft which cannot be delivered in 3 years or for the time it takes 
to build it. 

Under the current situation the Navy would either have to use its 
own funds to finance the 3 years for that ship or the country itself 
would have to put down the whole amount, let’s say, $10 million 
before you could start to build the ship, which takes 3 years to build, 
or to make periodic progress payments to pay the shipyard. 
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Under this you could get. an agreement with the country that they 
would pay over the 3-year period semiannually, or annual or quarterly 
payments, so that by the time the ship was completed they had paid up. 
This fund would finance that. 

The monthly payments then would go back into this fund and could 
be used for another transaction of the same type. 

The alternative, of course, if they couldn’t pay right now, the only 
thing we could do under the current situation would be to give it to 
them and use grant-aid funds for the purpose. 

Another type of example is more common in Europe—— 

Mr. Corrrn. On that transaction, $175 million would be drawn upon 
by our Government to pay the shipyard as the shipyard earns its 
progress payment, and the payment from the country would come in 
and reimburse the fund ? 

Mr. Hotcompr. That is correct, to be used over again in the same 
way. 

Mrs. Ketiy. Would the gentleman yield ? 

Mr. Corrin. I yield. 

Mrs. Ketiy. Paid back in dollars? 

Mr. Hotcomse. In dollars except to the extent that we can use for- 
eign currency for the purposes of the act. In that case, we can accept 
foreign currency. For example, in Japan, if we have a requirement 
for some items for some country in Southeast Asia, we can sell this to 
Japan for yen, use the yen to buy the trucks, let us say, for the Philip- 
pines or Thailand or Vietnam. ‘That would save us having to take the 
appropriated funds and build them here and send them to Southeast 
Asia. 

It could be used for triangle trade that would save vs dollars. 

Mr. Corrtn. There is no interest involved in this transaction ? 

Mr. Hotcomse. The problems of interest are subject to the usual 
Government regulations on that. This would not affect the usual re- 
quirements of interest. 

Mr. Corrin. Would the South American country have any obliga- 
tion, when it reimburses the fund on a periodic basis to pay X dollars 
for the destroyer plus Y dollars for interest ? 

Mr. Hotcomnr. That is my understanding. 

Mr. Corrry. You had another example. 

Mr. Horcompr. The other example, which is more typical of Eu- 
rope, is where we are trying to get these countries to take over to the 
maximum extent possible their maintenance support. This is a large 
number of small things, for example, spare parts. 

We have built up a considerable pipeline of spare parts. If they 
were going to take over today, they would have to buy not only the 
spare “parts they need for tomorrow, but they would have to finance 
the whole pipeline. In other words, they would have to lay in the 
retailer’s and wholesaler’s inventory. They can do a country store 
operation. They can’t do this big oper ation. 

If we can finance, particularly on a regional basis, an inventory of 
spare parts to have in, let us say, in the depot at Chateauroux that they 
ean come in and buy across the counter, we can get countries that have 
the capability of doing that who would not have the capability of 
financing the whole inventory. 

Mr. Corrtn. Your $175 million is tied up in those 2 ways: first, mn 
progress payments to constructors and, secondly, in inventory ? 
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Mr. Hotcomseg. Basically, yes, that is right. 

Mr. Corrin. Thank you. 

Mrs. Ketxy. I have forgotten, but where did you get the $175 mil- 
lion originally ? 

Mr. Hotcompr. We are asking the Congress for it in the $2.4 billion 
in the 1958 appropriation. 

Mrs. Keuiy. Then you stated the other day that if there were ac- 
crued currency in X country, you would be able to use that, too; is 
that correct, under the same program ? 

Mr. Hotcomser. The currency already accrued is not part of the 
fund proposed under section 103 (c). But we could accept repay- 
ment to this fund in local currencies to the extent that we have a use 
for those local currencies within the program. In other words, if we 
sold Japan an item which they could not pay for in dollars, they might 
be able to pay us in yen, we advance the dollars out of the fund. they 
pay us in yen, we buy trucks, for example, with yen for Southeast 
Asia, where otherwise we would have to use grant aid funds. 

Mrs. Ketity. What local currency could you use, that which accu- 
mulates under Public Law 480? 

Mr. Hotcomer. No; that paid back against these advances. 

Mrs. Ketiy. You have no control over Public Law 480 funds? 

Mr. Spracur. We would only take local currency where we could 
use it back in the program. 

Mr. Hotcompr. This is entirely independent of the 480 program. 

Mrs. Ketiy. We are setting up another system of accruing foreign 
currency besides the two we already have. 

Mr. Hotcomse. Only to the extent that we could use it. If we 
accrue it, then, of course, we dissipate the capital which the Congress 
has givenus. That is not clearly to our advantage. 

Mrs. Ketiy. Mr. Chairman, may I make a request for the break- 
down of the countries and the amount of foreign currency that we 
have in those countries ? 

Mr. Spracue. I think the State Department or ICA will have more 
on that. 

Mrs. Kertty. I am making that request through the chairman. 
Could we have a breakdown, Mr. Chairman, request a breakdown of 
the foreign currency accumulated in the countries around the world, 
both under 480 and 

Mr. Morcan. We will request that. Do you want it in the record? 

Mr. Vorys. We will want it in some time. 

Mrs. Ketiy. Yes, for the record. 
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Mr. Criaxton. Such a complete explanation has been prepared. I 
am not sure at the moment whether it has already gone in. If it has 
not gone in, we will submit it for Mrs. Kelly. 

Mr. Vorys. I am not sure whether this is the best place to have it in 
our record. 

Mrs. Ketuy. This is executive session. 

Mr. Crawrorp. All of this testimony will be edited and printed. 

Mrs. Kerry. I don’t care. If you don’t want to put it in the 
record—— 
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Mr. Vorys. That is one of the things I want for my own informa- 
tion, as you do. But we also want to take it to the floor, and I don’t 
know whether this would be the place for it. 

Mrs. Ketiy. That is entirely up to the chairman. 

Mr. Craxton. The most logical place would be in the discussion of 
Public Law 480. You have that on your agenda. I will see that a 
paper is produced in connection with that discussion. 

Mr. Morgan. I think that will be fine. Are there any further 
questions ? 

Mr. Vorys. Have you a statement of the total amount of reimbur- 
sable aid? That is what we used to call this sales business. 

Mr. Hotcomse. Yes, sir. 

Mr. Vorys. Is it in the papers here before us? 

Colonel Crirz. Yes, sir. 

Mr. Vorys. Would it be in the worldwide summary ? 

Colonel Crrrz. It is in your nonregional books. 

Mr. Vorys. You mean, the nonregional book is another book from 
worldwide? 

Colonel Crirz. It is on page 40, sir. 

Mr. Vorys. Thisissecret. I would like to get the total—— 

Mr. Hotcomse. The total at the top is not classified. 

Colonel Crrrz. $806,358,000. 

Mr. Vorys. And deliveries, $658,233,000. What is the explanation 
of the differences there? Have they put cash on the barrel head, have 
these countries paid for stuff before delivery ? 

Colonel Crrrz. Yes, sir. 

Mr. Hotcomsr. They must pay for it before delivery now, unless 
we have a dependable undertaking or unless one of the services under- 
takes to finance them. 

Mr. Vorys. I thought we had in here a time payment plan. 

Colonel Crirz. You authorized it, sir, but you did not appropriate 
funds for it. This year we are asking for funds in addition to the 
authority. 

Mr. Morean. Are there any further questions? 

Mr. Vorys. I forget. Do you have one place where you tell item by 
item what the items are that made up the difference between the billion- 
four-hundred-odd million 

Mr. Hotcompsr. I explained there were many hundreds of items that 
were involved, but a list of seven major items would take care of most 
of it. 

Mr. Spracur. Yes, spare parts, ammunition. 

Mr. Hote oMBE. This approximately accounts for this, these items. 

Mr. Morean. Thank you, gentlemen, for your very enlightening tes- 
timony. The committee wil] stand in recess until 2: 30 this afternoon. 

(Whereupon, at 12:20 p. m., the committee recessed to reconvene at 
2:30 p.m.) 





AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., the Honorable Thomas 
S. Gordon (chairman) presiding.) 

Chairman Gorpon. The committee will resolve itself into the Com- 
mittee of the Whole on the Near East and Africa, to receive testimony 
from witnesses. 
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Dr. Morgan, who is the chairman of the Subcommittee on the Near 
East and Africa, will preside over this afternoon’s meeting of the 
committee. 

Dr. Morgan, if you will take the chair. 

Chairman Morean. To save time, the suggestion has been made that 
we hear these witnesses all at one time and then save your questions 
until later. 

There are printed statements of each witness at your desk. We will 
call on the witnesses in the order they are sitting at the table and have 
them give a short explanation of their statements. 

The admiral has some charts at the lower end of the line. He may 
show his charts and then we will go into general questioning. 

Our first witness is William M. Rountree, Assistant Secretary of 
State for Near Eastern, South Asian, and African Affairs. 

Go right ahead. 

(The “prepared statement of Mr. Rountree is as follows :) 


STATEMENT OF HON. WILLIAM M. ROUNTREE, ASSISTANT 
SECRETARY OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS 


Mr. Rountree. Mr. Chairman and members of the committee, I 
welcome this opportunity to meet with you to discuss the 1958 mutual 
security program. 

The 1957 mutual security legislation has played a vital role during 
the past 12 months in the achievement of United States foreign-policy 
objectives in the Near East, south Asia, and Africa. This is a strong 
and indispensable instrument of our policy. 

This past year has been one of critical tensions and significant de- 
velopments. Because of the elements of stability and security the 
United States has helped to create, because of the hopes we have 
helped engender, and because the challenge of international com- 
munism is being met in the area, we can look forward to the future 
with some measure of optimism. During this period there has been 
significant progress toward the achievement of basic United States 
objec tives. 

The joint resolution on the Middle East passed by the two Houses 
of Congress on March 9, 1957, demonstrated the firm resolve of the 
United States to assist nations in that area to resist and to help others 
to resist the threats of international communism. The subsequent 
highly successful tour by Ambassador Richards carried this message 
to 15 capitals in the general area of the Middle East. 

Vice President Nixon carried to Africa the United States apprecia- 
tion of the significance of that vast, emerging continent. We were 
among the first to support and encourage the new nation of Ghana 
on Africa’s West Coast. There is no doubt that the independence 
of Ghana has had an important effect throughout Africa; we can ex- 
pect new opportunities and new challenges in the years immediately 
ahead. 

Important leaders of the area of my primary interest are recog- 
nizing, as never before, the influence and threat of international com- 
munism. With this comes, also, a new appreciation of the purposes 
and principles of the United States. King Saud, during his visit to 
this country, agreed to continue close cooperation with the United 
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States. Since his return he has followed a policy of firm resistance to 
the inroads of international communism. In Le bs anon, Jordan, Libya, 
Iraq, Iran, and elsewhere there have been further significant moves in 
support of general objectives which we share in the area. 

The Baghdad Pact has, during this period, emerged as a more im- 
portant collective-security arrangement. It faced critical stresses 
a as demonstrated by the recent Council of Ministers’ meeting in 
Karachi, is stronger than ever. The United States has suppor ted the 
pact from the beginning and has now joined the Military Committee 
as well as other impor tant committees. 

These represent but a few of the significant gains of the past 12 
months. In each of these—as in many other developments—the mutual 
security program played an indispensable role. 

The mutual secur ity program enables us to enlist effectively Amer- 
ican skills, specialists, and private organizations in the pursuit of our 
foreign-policy objectives. The county agent from Montana, working 
patiently to demonstrate new agricultural techniques to a Middle 
Eastern counterpart, the university professor on a foreign campus, 
the American soldier explaining the use of an American defense 
weapon, the doctor from Georgia serving in an African clinic; all 
become as much a part of our foreign-policy team as the diplomat. 
Their friendly approach, their keen interest in the job they have to do 
create an impact of great benefit to our overall efforts. Without the 
mutual security program we could not tap this great resource as easily 
and as widely. 

The contributions which the mutual security program makes to our 
foreign-policy objectives are both short range and long range. In the 
short range, these programs enable us frequently to meet sudden emer- 
gency situations or to seize opportunities which may develop. In spite 
of our best efforts to look ahead and to anticipate our needs and the 
needs of our friends, we must expect and be prepared for the sudden 
turn of events which may significantly change the situation in the 
area. The recent crisis in Jordan has been an example. Here the 
availability of funds and authority enabled us to respond quickly to 
King Hussein’s urgent request for emergency assistance. 

Over the longer range, the mutual security program enables us to 
contribute direc tly and substanti: illy to the security of friendly na- 
tions. We not only create the military and economic strength which 
brings physical security; we create also the feeling of security, which 
is of equal importance. Much of the area’s instability, many of the 
unresolved disputes arise from and are aggravated by feelings of 
insecurity. 

In the Baghdad Pact nations of Turkey, Iraq, Iran, and Pakistan, 
our bilateral mutual secur ity arrangements have contributed to 
strength and confidence. These nations are willing to stand boldly 
together in the face of the threat of international communism. Their 
confidence has established new patterns of cooperation, not only with 
us, but among each other. 

The areas of the Near East, south Asia, and Africa have great, un- 
tapped resources, but frequently lack the skills, the capital, and the 
administrative machinery to put these resources to work. This is a 
long-range problem. The mutual security program contributes to the 
resolution of this problem in important ways. India’s vast develop- 
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ment program, for exaniple, has benefited significantly from the Amer- 
ican skills and the American resources which have been contributed 
to it. The Communist victory in one state of India during the last 
election emphasizes the need which the Indian National Government 
has to push its development program beyond the rate of progress pos- 
sible with its own resources. In Afghanistan, in Ceylon, in Nepal, 
shadowed by Red China, we are making similar contributions to plans 
and projects which will give these nations greater strength and con- 
fidence. 

A foreign official once asked an American technician what he con- 
sidered the purpose of his activity in that country. “I am here,” he 
said, “to work myself out of a job.” This is, simply stated, what we 
are, in the final analysis, seeking to do through our mutu: 11 secur ity 
programs. We are seeking to train others and to give them the confi- 
dence to carry on in their own behalf. We can consider one of our 
basic foreign-policy objectives to be achieved when a foreign country 
takes over the contract of a point 4 technician or the contract of a 

rivate American institution whose initial efforts were financed by the 
United States. This is happening increasingly in the area 

When it does, it builds a solid foundation for continuing coopera- 
tion with the United States. It enables us, also, to shift our efforts to 
the many other needs and challenges which face us. 

These are the basic contributions of the mutual security program to 
our foreign-policy objectives in the Near East, south Asia, and Africa. 
If we express some measure of optimism for the future, it is, in part, 
due to the facilities afforded us to meet emergency situ: itions, to rein- 
force security, and to establish long-range bases of cooperation in the 
area. Any optimism so expressed, however, must be a reserved opti- 
mism. Problems of equal magnitude face us during the coming months 
and we must be at least as well prepared to meet them as we have 
been in the past. 

This entire region is surging toward a new status and relationship 
with the rest of the world. In the new nations of the area there is an 
emphasis on nationalism, independence, and sovereignty which sym- 
bolizes the determination to achieve recognition as free members of 
the world community. Out of the struggles of these new nations there 
have arisen suspicions, frequently of the western nations, and an ap- 
proach to domestic and international problems which is often charged 
with emotion. The establishment of confidence in the United States, 
which must be the basis for friendship and cooperation with these 
nations, remains a serious challenge to our policy. 

We cannot minimize the importance of these countries. Their 
proven natural resources are essential, both to themselves and to other 
parts of the free world. We and our allies depend upon the petroleum 


of the Middle East and the uranium of Africa, to mention but two of 


the major resources. The region offers important markets for our own 
commerce and for that of Western Europe. Rising consumption means 
a sharply increased demand. As development proceeds, trade and com- 
merce can increase to our advantage. But much remains to be done 
before sound economies exist on which such trade can be based. You 


are, I am certain, well aware of the strategic importance of the area, 
and of the important role played by the mutual security program in 


continuing to insure our use of military facilities in the region. 
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The problems created by longstanding and serious disputes among 
nations in the area friendly to us remain. Our hope is that the in- 
creased stability and security which our efforts have helped create will 
lead to an atmosphere in which solutions to some of these serious dif- 
ferences can be approached. At such a time, substantial United States 
contributions to effective programs of economic development in trou- 
bled areas might assist materially in furthering a solution. I have in 
mind, particularly, our continuing efforts to meet a part of the problem 
of the Arab-Israel dispute and a solution for the question of refugees 
through the development of the Jordan Valley. 

International communism continues to pose a serious threat to this 
region. Itsagents and its supporters remain active, even when momen- 
tarily checked. We cannot afford to rest on any appearance of gain in 
the face of this threat. Its nature requires that we pursue continually 
and more strongly than ever our efforts to create stability and security. 
The alluring trade offers, the arms sales, the talk of large-scale financial 
and technical assistance by the Soviet bloc continue. We must be pre- 
pared to challenge it and to assist those nations who seek our help in 
the face of the threat. 

A major part of our continuing answer to these several problems is 
an effective mutual security program. Its value has been proven 
many times over since the efforts in Greece and Turkey in 1947. Many 
of our earlier objectives have been achieved, but new ones continually 
arise. Our own objectives continue to depend, in part, on assisting 
other nations to achieve their legitimate national aspirations. The 
President has said that the program is a vital cog in the total United 
States fight for peace and against international communism, a fight 
we can only lose at the expense of our own security. 

The mutual security program for 1958 which you have before you 
reflects careful studies by the legislative branch, the executive branch, 
and private institutions. I am convinced that the proposed program 
will contribute more effectively than ever to the ends we seek. Particu- 
larly important is the division of the program into distinct components 
to make clear our separate purposes and the provision of development 
assistance on a more long-term, businesslike basis. 

{ach component of the mutual security program will make a specific 
contribution to our efforts in the Near Eastern, south Asian, and 
African area. 

The mutual defense assistance program is clearly a part of our 
total military defense. It truly contributes to collective security. The 
program provides both for actual hardware and for economic costs of 
maintaining military forces beyond the capacity of the country. Thus 
the country being assisted is strengthened for combat in case of attack 
by international communism, and is enabled to insure internal security 
against subversion. 

Military defense and defense against subversion are interrelated 
parts of the same problem. Many countries would be unable, alone, to 
maintain forces adequate to cope with this problem. Others could 
do so only for a brief period without economic deterioration and in- 
ternal breakdown. We must, therefore, provide defense-support funds 
to help them keep their economies on an even keel. Otherwise, military 
assistance would be ineffective and our vital defense weakened rather 
than strengthened. 
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In the area of my primary interest a large part of the funds from this 
program will go to countries which are allied with us in NATO or 
SEATO, or which are members of the Baghdad Pact. All of these or- 
ganizations have as their purpose collective defense against the threat 
of internationalcommunism. These countries, together with others re- 
ceiving defense assistance, are thoroughly awake to the danger and are 
deter mined to work with us in repelling it. 

It is in our interest to help them, and on a planned basis. In this 
respect the request for continuing authorization and for availability 
of funds until expended is partic wlar ly important. 

The development loan fund is another basic and distinct element of 
the program. The peoples of this area are determined to proceed 
with economic development. They need help todoso. They must have 
some prospect of orderly development, with sympathetic assistance 
from the United States and other free-world countries to supplement 
their own efforts. Such a prospect affords the best assurance of politi- 
cal stability. And political stability, coupled with orderly, constructive 
growth, is the best means of promoting the identification of the area’s 
future with ours. The major effort must come from the peoples and 
governments themselves. They must be encouraged to use all available 
reserves and to seek private capital investment. The United States can 
contribute only a relatively small additional increment. But this in- 
crement is frequently vital. It is important that we make such a con- 
tribution on a planned, businesslike basis, for soundly conceived activi- 
ties. The loan fund makes this possible. 

The special assistance request provides a special tool for foreign- 
policy requirements which cannot be met through other components 
of the program. International communism is a positive threat in 
this area. To cope with it we must be able to seize opportunities and 
respond to them promptly. A portion of the $200 million mentioned 
by the President as required for fiscal year 1958 for the joint resolu- 
tion is included in the funds requested in this section. Ambassador 
Richards has demonstrated the effectiveness of this approach to the 
threat of international communism. 

It is our firm intention to use the development loan fund whenever 
possible, but in certain circumstances economic assistance must be 
extended to accomplish immediate results. In some such cases, loans 
are obviously unsuitable. The events of the recent past in this area 
have made only too clear the number of emergency problems which 
arise and to which we must be able to respond. 

There are also a few instances where the economic conditions of 
countries in the Near East, south Asia, and Africa are such that they 
cannot be expected to service loans, but it is nevertheless in our mutual 
interest to extend assistance. 

I do not believe I need emphasize the importance of technical 
assistance. The dividends this type of program pays. both to the 
lenders of skills and the borrowers, has been clearly demonstrated. 
There is a desire for knowledge of United States techniques through- 
out the area, which we have only begun to fill. We do not recommend 
substantial change in this already proven, effective instrument of 
United States policy, but we do believe that our experience demon- 
strates the need for continuing authorization for the program, 

You will be hearing from other witnesses on the multilateral and 
other programs. I would like, however, to mention one matter of 
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particular concern to me—the Palestine refugees. We seek a perma- 
nent resolution of this important problem through the United 
Nations and with the countries of the area. We also have an obliga- 
tion to continue to cooperate in providing relief and rehabilitation 
for the refugees. The program before you involves the use only of 
already appropriated funds for this purpose. 

I have stated what I believe is the relation of the mutual security 
program to the problems and our foreign-policy objectives in the Near 
Kast, south Asia, and Africa. We have an opportunity to move for- 
ward in a cooper: ative effort toward peace, stability, security, and 
development. This program is designed to take advantage of that 
opportunity. 

Mr. Rounvrrer. As you know, this past year has been one of tensions 
and significant developments in the Near East, south Asia, and Africa. 
I would like to call attention to several significant factors bearing 
importantly upon the accomplishment of our objectives in that area. 

First, was the joint resolution of the Congress on the Middle East 
of March 9, 1957, which declared the intention of the United States 
to help nations of the area, at their request, to resist the threat of 
international communism, Thirteen nations endorsed the principles 
of this doctrine during Ambassador Richards’ recent and highly suc- 
cessful mission to the Middle East. 

Second, Vice President Nixon carried to Africa the United States 
appre iation of the significance of this vast emerging continent. 

‘hird, important leaders in the area of my primary responsibility 
are recognizing, as never before, the influence and the threat of inter- 
national communism. 

Fourth, the Baghdad Pact has emerged as a more effective collective- 
security arrangement, as demonstrated by the recent meeting held 
at Karachi. 

These facts signify important advances. In all these gains the 
mutual security program has played an indispensable role. If we 
may expect to consolidate the progress made, taking advantage of 
opportunities, it is essential to have the facilities afforded us by the 
mutual security program. 

Problems of severe magnitude face us during the coming months, 
and we must be prepared to meet them. The entire region is surging 
toward a new status in relationship toward the rest “of the world. 
There is an emphasis on nationalism, independence, and sovereignty 
among the new nations which symbolizes their determination to 
achieve recognition as free members of the world community. 

Out of the struggles of these new nations, there have arisen suspi- 
cions, frequently of the western nations, and an approach to domestic 
and international problems which is often charged with emotion. 

Our objective must be to establish confidence in the United States to 
show that the interests of the area and ours are parallel, and that, by 
relying one upon the other, the security and progress of both will be 
facilitated. 

Now, while gains have been made, the problems created by long- 
standing and serious disputes among the nations in the area remain. 
Our hope i is that, by increasing stability and security, an atmosphere 
will be created in which solutions to some of these serious differences 
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can be approached. The development of strength and self-confidence 
in these nations will do much to create such an atmosphere. 

The mutual security program has proven its value in contributing 
to this objective. The program for the coming year which you have 
before you, will, I believe, make an even more effective and direct con- 
tribution, reflecting as it does careful studies by the legislative branch, 
the executive branc ch, and private institutions. 

I would like to mention briefly some of the distinct components of 
the program which are so important to the Near Eastern, south Asian, 
and African areas. 

The mutual defense assistance program is clearly a part of our total 
military defense. This year, it explicitly combines military equipment 
and the economic cost of maintaining military forces beyond the capa- 
city of the country involv ed. 

In my area, the major portion of such assistance will go to countries 
allied with us in NATO and SEATO, and those which are members 
of the Baghdad Pact. These countries are thoroughly alive to the 
danger of international communism and are determined to work with 
us in repelling it. This program is truly in our collective security 
interests. 

The development loan fund, another basic and distinct element of 
the program, represents a forward step in facing the problem of eco- 
nomic progress in this underdev eloped area of the world. These peo- 
ple are determined to proceed with economic improvement. They 
need sympathetic assistance from the United States and other free 
world countries to supplement their own efforts. 

The loan fund will enable us to provide such assistance on a planned, 
businesslike basis, thus making possible orderly development. 

There are requirements which cannot be met through other com- 
ponents of the program. For this reason the special assistance re- 
quested is essential. Emergencies and crises will arise, as they have 
in the past, and they must be faced. In many instances they will ba 
the results of acts or anticipated acts by international communism. 
We must be able to seize the initiative as openings occur. And, finally, 
there are cases where it is in our interest to extend economic assistance 
where the economy of the country or the particular activity involved 
might make loans unfeasible. 

I don’t believe that I need to emphasize the value of the technical- 
assistance program in these underdeveloped countries. 

With respect to the multilateral and other programs, I want to call 
your attention to the necessity of continuing assistance to Palestine 
refugees for both humanitarian and political reasons. 

Mr. Chairman, it is imperative that we consolidate the gains that we 
have made and move forward in a cooperative effort toward peace and 
stability through development in this area. I am convinced that the 
program before you will contribute markedly to this objective. 

Thank you, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Secretary. 

We will go right on to Mr. Norman Burns, the Acting Regional Di- 
rector of the Office of Near East and South Asia Operations of ICA. 
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STATEMENT OF NORMAN BURNS, ACTING DIRECTOR, OFFICE OF 
NEAR EAST AND SOUTH ASIA OPERATIONS, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Burns. The Near East and south Asia, as here defined, includes 
Greece, Iran, and Turkey; the Arab States (Egypt, Iraq, Jordan, 
Lebanon, Sudan, Syria, and the Arabian Peninsula) ; Israel, and the 
south Asian countries of Afghanistan, Ceylon, India, Nepal, and 
Pakistan. 

Projected mutual defense assistance and economic and technical co- 
operation | yrograms in this area will in fiscal year 1958 total $640.1 
million. This is $163.4 million less than estimated fiscal year 1957 
obligations of $803.5 million, including $137.9 million in o ligations 
undertaken pursuant to the provisions ‘of the Middle East resolution. 
The fiscal year 1958 request includes $616.3 million in new obligational 
authority : $384.5 million in military assistance, $25.4 million more 
than was provided to the Near East and south Asia in fiscal year 1957 ; 
$170 million in defense support, $45 million below the fiscal year 1957 
obligations; $48 million for technical cooperation programs, as 
against $43.9 million in fiscal year 1957; and, to be included in the new 

category “Special assistance,” $13.8 million is programed. The bal- 
ance, $23.8 million, represents a request for authority to carry over the 
unobligated balance of prior appropriations for “Palestine relief and 
rehabilitation.” 

No request is made for the category of aid, programed in advance 
in former years and then designated as “Development assistance.” 
This category, which accounts for $164 million of the total $803.5 
million estimated obligations in fiscal year 1957, has been eliminated 
from the new mutual security bill. 

The notes that follow describe the defense- -support program, the 
technical-assistance program, and the modest special-assistance pro- 
gram, and also indicate some of the potential applications of the pro- 
posed new development loan fund in the Near East and south Asia 
region. The Department of Defense witness will discuss the military- 
assistance programs. 

DEFENSE SUPPORT 


Defense support is provided to achieve a particular military force 
level when a country is unable to support a specified level of in- 
(ligenous defense effort without United States aid over and above mili- 
tary assistance, or, less frequently, when United States assistance is 
necessary to assure that United States military forces may have the 
use of military facilities or other military rights within the country. 

The level of defense support, the aid prov ided over and above mili- 
tary end items, and troop supplies, is the amount required to make 
possible a specific contribution by that country to the common defense ; 
any economic benefits that may also accrue are incidental to the mili- 
tary objective. 

Ordinarily, when United States assistance is furnished to permit 
the maintenance of forces at a level higher than a country could sup- 
port from its own resources, the amount determined is intended to 
permit the country to maintain the desired force level without sig- 
nificant economic deterioration. The net effect of deterioration of 
country’s economic situation as a result of military overcommitment 
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would be either a large future requirement for United States assist- 
ance or an undesirable cutback in the agreed upon military program. 
Defense support as now defined is not intended to foster an economic 
growth greater than that required to attain military objectives. De- 
fense support in prior years included a factor which pe mitted sup- 
port for true economic development and was, in many instances, pro- 
vided on a loan basis. Under the proposed fiscal year 1958 program, 
this additional assistance would not be provided as defense support. 
A country seeking additional assistance for specific development pro 
grams or projects could make appli 

ment loan fund. 

For fiscal year 1958, the $170 million defense support program pro- 
posed for countries in the Near East and south Asia region would be 
supplied to Greece, Iran, Turkey, and Pakistan. This compares with 
$215 million for these same countries in fiscal year 1957, and reflects 

(1) the more restrictive definition of defense support, as set 
forth above, and 
(2) in some instances, the growing ability of these countries to 
support their own military efforts. 
The lower level of aid proposed does not arise from any cult in quality 
or number of forces be ing maintained. 
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These four countries, together with Iraqg—which is able to maintain 
its defense program wit] nour econo nic Sup} Ort, alt hough 1 it de pends on 
and receives military end item assistance—are participants in collec- 
tive se ‘urit VY arrangements upported by the { nited States: 


Greece and Turkey in the North Atlantic Treaty Organization 
(NATO); 

Turkey, n an, Iraq, and Pakistan in the Baghdad Pact: 

And Pakistan in the outheast Asia Treaty Organization 

SEA’ lO). Pais con) ined: ys pecan Rae amounts to more than 
a Si iiiton men, and combined defense expenditures from their own re 
sources will exceed $900 million in fiscal vear 1957. With United 
States assistance, these countries maintain significant military estab 
lishments and are developing strategically useful facilities for defense 
in an area in which the United States has a vil tal interest and to whiel 
United States forces would have access in time of war. United State 
assistance provides the aetna’ support ceeaieaa to maintain on 
forces: Military assistance and defense support together will require 
$554.5 million in fiscal vear 1958—a small fraction of the amount re 
quired to maintain an equivalent strength in United States forces 
The annual cost of defense support is about $160 per man in the armed 
forces of these nations. In contrast, it costs over $6,000 per year to 
transport and maintain a United States soldier abroad. 

Three of the four countries receiving defense support, Greece, 
Turkey, and Pakistan, have limited earnings of foreign exchange and 
depend on aid to meet balance of payments difficulties. Funds pro 


vided to these countries supplement their own inadequate resources 


and finance essential imports of food, materials, and 
maintenance of production and consumption depend, if the defense 
program is to go forward as intended. In Iran, the balance of pay 
ments position is more favorable, but Iran still depends upon the sup 
port which the United States commitment to the military construc- 
tion program provides. The adequacy of the proposed programs for 
the three countries where there are balance of payments problems— 
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Greece, Turkey, and Pakistan cepa on favorable crop and pro- 
duction developments in the coming year and on the further assump- 
tion that with the continuing authority oe Public Law 480, United 
States agricultural surpluses will be available for these countries as 
needed to he ‘Ip meet food and feed needs beyond domestic production 
and foreign exchange availabilities. Forward projections involve 
many vari: ‘ab les and cannot be forecast with exactitude. Our estimates 
of aid requirements have been narrowed down to the point where a 
further reduction would prejudice the ac hievement of the aoe seh ob 
jective—an objective which is, in the final analysis, an intrinsic ele 
ment in the total United States militar y objective. 


ECONOMIC AND TECHNICAL ASSISTANCE 


The economic and social characteristics of the countries of the Near 
East and south Asia are such that these nations are commonly de- 
scribed as u rie eveloped. Yet this phase is but half descriptive of 
these countries for it covers only a part of the true situation. It is true 
that they are “diderdaveleneds but it is more important that they have 
recognized their difficulties and are determined to overcome them. 
They are marshalling their forces to attack such critical problems as: 
resource deficiency, underutilization of available resources, and tack 
of basic skills and of managerial training. ‘These are key elements 


in a concerted effort to emerge from the poverty which has chara 

terized the area. We shal! have more ex: ‘tly defined the case if we 
think of these countries, not as unde rdeveloped, but as emerging coun 
tric eS, dest ed to i lay ahi Ine re: sing ly sig Thineant role in he decades 


ahea 

Por a number of years, it has been the policy of the United States, 
ase xpressed by t me VO gress and by the President, to = these emer 
gent countries 1 plan ning their development within the framework 
of a sideline ciety. This policy is soundly grounded in the belief 
that only within suc x a framework can these nations realize their aspi- 
rations and de ‘velop their resources for the maximum benefit of their 
peoples—and only in a world in which a free choice society prevails 
can the U1 ited States w mn lo no a unge peace and security. Over the 


past decade, the International Cooperation Administration and its 
predecessor agencies have been a major instrument for the imple- 


mentation of this policy. Even in the troubled Near East and south 
Asia, United States programs have achieved a substantial degree of 
success, A notable degree of physical progress has already taken 
place. 

Comparison with the pace of similar activities in the United States 
provides no appropriate standard to judge the extent to which our pro 
grams in this area have been successful. Rather, they should be meas 
ured ag rainst the situation in the particular country at the time of the 
program's inception. Further, and more important, itemizing the 
numbers of technicians trained or of acres brought under cultivation 
tends to obscure rather than clarify the major long-range tasks of the 
economic and technical effort: 

(1) to induce changes in basic attitudes toward and methods 
of attacking problems; and 
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(2) to create within each country the institutions which will 
permit a sustained attack on such problems after the termination 
of United States assistance. 

The problem is more than merely effecting a mechanical transfer 
of skills and equipment, although a substantial supplementation of 
local resources, human and material may be required. 

Since 1951, over the approximately 6-year span of the technical co- 
operation program in the Near East and south Asia region, and in the 
shorter time within which development assistance has been provided, it 
has been possible to make a good start in the basic changes in attitude 
and approach which must underlie self-sustaining economic develop- 
ment. This has included the training of individuals in particular skills 
and the transfer of equipment. More important, it has included a 
gradual but discernible acceptance by officials at the decision level of 
western concepts of development; the adaptation of these ideas to the 
conditions prevailing in the country; and the integration of these ideas 
into the conceptual framework of responsible ministries. Moreover, 
the program has broadened the basic training of future leaders and 
increased their understanding of free-world methods. Teachers have 
been trained, not only in specific skills but also in the transmittal of 
their learning to others. Toa degree, but not yet in adequate numbers, 
public administrators and leaders have been assisted and trained in the 
vital area of making maximum use of the resources available to their 
economies. 

These are areas of progress which are not susceptible of precise 
measurement; yet this is the type of progress necessary to assure con- 
tinuity in the development process after the termination of United 
States aid. Equally important, it is the basis to assure continuity of 
development within the framework of a free-choice society. This is 
not intended to imply, however, that economic and technical programs 
have not also produced significant tangible results. 

An editorial written by the present Greek Minister of Commerce 
on the 10th anniversary of the beginning of assistance to that country 
is a particularly moving expression of the Greek Government’s attl- 
tude toward the aid program. Minister Papaligouras wrote : 

Present-day Greece compared to Greece in 1947 testified to the remarkable 
success of the American policy. * * * 

Thanks to American assistance and to its own tremendous sacrifices the Greek 
people were able, not only to face along with the bandit war, the restoration of 
its economy dislocated during the preceding 6 years, but also to lay the founda- 
tions for its reorganization upon a new rational basis by starting a more intense 
and up-to-date development of the country’s natural resources. Along with the 
aid funds there was imported into Greece the modern technical spirit, and new 
methods of organization in the principal production sectors were disseminated. 
Technical assistance given in this field is undoubtedly of equal value to the eco- 
nomic assistance in the narrow sense of the word. In order to survive as a 
nation we must become able to adjust ourselves to the new international technical 
and economic conditions of production and acquire a sense of the complex organ- 
izational problem whose settlement is the prerequisite for a smooth functioning 
of modern economy. * * * 

American aid covers an organic gap of Greece’s economy and not simply acci- 
dental and temporary deficits in the balance of foreign payments. 

That is why it is meaningless to look for concrete projects financed directly 
with either aid funds or counterpart funds for the simple reason that most invest- 
ments, public and private, even those not financed with aid funds, would not 
have been possible if United States aid did not meet the overall balance deficit. 
Strictly speaking there is no productive project, public or private, that is not 
due also to American aid. 
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The terms under which American assistance is granted and the wider objective 
it pursues—maintenance and defense of democracy—afford us the right to re- 
ceive the assistance offered without compromising our national dignity and pride. 

Cumulative obligations under the development assistance and tech- 
nical cooperation programs in the Near East and south Asia region 
totaled $1,004,200,000 from the inception of the mutual security wet 
gram through fiscal year 1956; obligations in fiscal year 1957, includ- 
ing the Palestine refugee program, are estimated at $229.4 ‘million. 
The proposed economic and technical cooperation program for fiscal 
year 1958 is $85.6 million, including a requested $23.8 million carry- 
over of prior year funds for the Palestine refugee program. The 
bulk of the fund request—$48 million—covers technical cooperation ; 
and the balance, $13.8 million, is an earmarked portion of the new 
category, special assistance. The $85.6 million represents the total 
amount illustratively preprogramed in fiscal year 1958 for assistance 
to economic and technical development. 

As noted for defense support, programs proposed for economic and 
technical cooperation for fiscal year 1958 were also developed on the 
assumption that supplies of surplus agricultural commodities would 
continue to be available, as in the past, under the authority of Public 
Law 480, to supplement the aid program and to help offset any possible 
emergencies arising from natural destruction of local agricultural pro- 
duction or interr uption of normal supply. 


DEVELOPMENT LOAN FUND 


The documents presented to the committee do not address potential 
effectiveness in meeting country and regional problems in the Near 
East and south Asia area of the major new feature of the proposed 
fiscal year 1958 mutual security program—the development loan 
fund—for which an appropriation of $500 million is requested for 
fiscal year 1958 and for which authorization for $750 million annually 
is requested for fiscal year 1959 and 1960. The proposed capitaliza- 
tion of the development loan fund covers anticipated global require- 
ments; it is not restricted to requirements in the Near East and south 
Asia. 

At the outset of our development activities in the emerging countries 
in the region, it would not have been possible to operate under the 
fund conce pt. It was essential, during the first stages of these efforts 
to assist development, to help the countries to establish a framework 
within which country development requirements could be explored, 
potential efforts outlined, and plans formulated. During this period, 
as planning competence was enhanced through technical cooperation, 
the United States provided each year firm amounts of foreign ex- 
change assistance upon which development plans could be formulated. 
We now believe it possible and desirable to break away from this 
assured level of aid concept for which it was possible in the past to 
present in advance a proposed illustrative development aid program, 
country by country. 

The new fund concept leaves to the countries the burden of sub- 
mitting documented requests for assistance for special activities within 
a soundly conceived long-range assessment of their resources and 
potential plans. The 1 Jnited States will be under no obligation to 
accede to all requests which a country may submit; there is no concept 
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of a blanket underwriting of all possible development projects. 
Rather, Secretary Dulles has already established the three basic min- 
imum criteria of acceptability of programs or projects under the fund: 

technical feasibility, contribution to the country’s economic growth, 
and unavailability of funds from alternative sources. 

For countries in the Near East and south Asia region, as well as for 
those in other areas, the proposed fund offers both an opportunity and 
achallenge. It affords to the United States the chance to support fully 
documented de velopment efforts submitted by the countries, reflecting 
their own views of local priority needs; the pressure to hurry planning 
which is virtually unavoidable and even implicit in purely annual 
program cycles can be eliminated. It provides assurance that the 
United States can address intelligently the documented development 
plans which countries produce. In brief, we believe that the fund 
concept will accelerate economic development by leading these coun- 
tries to undertake the steps necessary to prove their need, not for 
an annual level of development assistance, but for funds required to 
supplement their own resources to carry out sound, evaluated develop- 
ment efforts. 

The proposed capits ulizati ion requested for the fund does not re pre- 
sent an addition w preengineered projects for which we propose to 
earmark funds, | Vv project and by country. In our past experience, 
the distribution Ke levelopment assistance funds by country, even on 
an illustrative basis, tends to be regarded by foreign countries as if it 
were a series of implied commitments from which we can disengage 
only at some cost in terms of [/nited States objectives. We have made 
no such illustrative distribution or project listing for the proposed 
fund. Todosomicht lend ai appears ince of an offer to finance specific 
United States pwoposed projects. The purpose of the fund is to enable 
the United States to respond otfectively to genuinely well-prepared 
plans and proposals for deve ‘lopment, not necessarily within the frame- 
work or subject to the specific incidental pressures of an operational 
vear * even + vears. It is the combination of no- year e xpenditure 
and the break with the practice of preplanned annual coun try level 
programs that makes the fund such a power ful stimulant to de velop- 
ment. 

An indication of potential sources of demand on the fund is afforded 
by analysis of long-range national development plans already in exist- 
ence. In the Near East and south Asia area a considerable number 
of the countries have prepared, or are in process of outlining, develop- 
ment plans. India’s comprehensive first and second 5-year plans are 
the most widely known. Iraq and Iran are engaged in substantial 
long-range efforts funded from their own resources. Pakistan, Af- 
ghanistan, Nepal, and Ceylon have adopted or have less formal de- 
velopment plans which project activity over a considerable period 
of time. A number of these plans, formal and informal, have not been 
fully costed; they consist of projects desirable of themse ‘Ives, or esti- 
mated orders of magnitude of investment desired to achieve certain 
objectives, but not necessarily integrated with each other or in harmony 
with nondevelopment elements of the economy. In some instances, 
there has been inadequate assessment of the feasibility and phasing 
of the plans as related to available resources, indigenous or foreign. 

These development plans, though neither complete nor final state- 
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ments, give evidence of the economic areas to which countries have 
assigned primary attention in their thinking. They also provide a 
rough order of magnitude of total costs over a defined period, w ith 
some indication of the gap between total requirements and available 
indigenous resources, of foreign exchange deficiencies, and of annual 
phasing of requirements. Despite the limitations implicit in analysis 
of these plans at this stage, it is still significant that the Near East and 
south Asia countries are giving consideration to investment in eco- 
nomic development of more than 20 to 25 billion dollars equivalent 
over the next 5 to 7 years, with a foreign exchange component of 6 to 
8 billion dollars equivalent, of which 3 to 4 billion dollars represents a 
potential gap for which known provision has not been made. This 
would suggest an average annual uncovered foreign exchange gap— 
or potenti: al source of re quests to the development loan fund—of about 
$600 million. 

As a further check on these gross orders of magnitude of invest- 
ments which countries may be expected to make, it may be noted that 
exclusive of defense expenditures and private sector investments, cap- 
ital expenditures of the Near East and south Asia countries are budg- 
eted at over $3.7 billion ee in fiscal vear 1957, as against 
nearly $3 billion in fiscal year 1956. This last figure represented a per 

— L investment of about $5 in fiscal year 1956. 

‘ven simple examination vand analysis of the economies of countries 
in thie Near East and south Asia reveals the nature of general develop- 
ment objectives sought and problems to be faced: Fuller utilization 
of sometimes ample but uncontrolled or maldistributed water re- 
SOUrces ; baitew ce pn of potentially valuable mineral resources, in- 
cluding beneficiation and processing; development of power, tran 
portation and communication systems which will open the sraediialli- 
ties of private commercial development; establishment of facilities 
for fuller use and distribution of limited food supplies; and, particu- 
larly important to the stimulation of indigenous and foreign private 
investment, the development of financing institutions. 

Thus, as an alternative to analysis of gross orders of magnitude of 
potential demand on the fund as reve: aled by funding gaps projected 
in long-range country development plans, it is possible to estimate at 
least crudely the potential capital requirements for individual devel- 
e, activities which have been proposed to meet problems in the 
area. While we do not possess the engineering data to provide accu- 
rate cost estimates of individual proposals already suggested through- 
out the area to overcome these problems and meet some of these objec- 
tives, it is possible to forecast an approximate order of magnitude of 
the body of development projects and programs from which countries 
in the area might select proposals for presentation to the fund. 
Estimated in round numbers, this approximates at least $7.6 billion 
in dollar equivalent total cost of foreign exchange or additional re- 
sources component of about $3.9 billion and an estimated 3-year total 
of about $1.8 billion from which to draw proposals to the dedelopment 
loan fund. This last total includes such varied development sector 
activities as direct projects and programs (1) to develop natural re- 
sources, agriculture, and industry and (2) to develop and support 
lending and financing institutions to assist development mainly in 
these fields approximately half billion dollars each; (3) for develop- 
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ment and improvement of transportation and communications facili- 
ties, over $400 million; (4) for projects of a multinational and re- 
gional character, between 300 and 400 million dollars. In addition 
to this calculation there are other presently known or foreseeable re- 
roman of coordinated effective resource development of the area, 
ew if any of which could be seriously addressed before 1960, which 
have not been included in this summation. The cost of these has been 
crudely approximated at 2 to 3 billion dollars and the foreign ex- 
change component would be a substantial portion of this total. 

The foregoing analyses provide neither a complete measure of po- 
tential requirements nor an accurate measure of the requirements 
which they purport to represent. Further, there is no indication that 
all of these would be submitted to the development loan fund for 
financing. Account has been taken of anticipated availabilities from 
domestic sources and other public and private lending institutions, and 
effort would be made to maximize use of such sources of funding. 
There is little to be gained at this stage by attempting to produce a 
breakdown of these activities phased by years as an indication of im- 
pact on the fund. It could at best be only an arbitrary assessment of 
little accuracy ; the key questions rest w ith the countries concerned and 
involve many decisions on points not yet determinable. The totals are 
merely suggestive of the sources of a potential demand over approxi- 
mately the 3 next 3 years to meet a recognized resource deficiency in 
Near East and south Asian countries; they provide a useful check on 
the accuracy of the estimated demand derived from examination of 
the long-range country development plans. 


SPECIAL ASSISTANCE 


It is recognized that in some cases countries may face financial or 


institutional problems too severe to permit full reliance upon loan 
assistance to resolve their development problems. Nevertheless, their 
development may be as much in the United States interest as that in 
countries whose plans and economic situation permit the more sophisti- 

cated approach of the fund. In some instances, advance programing, 
similar to that characterizing former operations under the develop- 
ment assistance account—section 201—in fiscal year 1957 and prior 
years, has been proposed for fiscal year 1958, to provide the sum of 
$13.8 million for such special assistance in the Near East and south 
Asia. This amount, together with the $48.0 million for technical co- 
operation programs, constitutes the entire request for new obligational 
authority for preplanned economic and technical assistance programs 
of a developmental nature in this region. 

In the ordinary course of operations, there are elements of the situa- 
tion in the countries of the ae East and south Asia which cannot 
be precisely foreseen for a full year ahead ; natural disasters may upset 
any neat calculation of the lai of economic resources, and eco- 
nomic problems may arise that are beyond the control of any one 
country affected. While some potential problems of maintaining or 
promoting political or economic stability can be foreshadowed in prin- 
ciple, it may not be possible to attach in advance an appropriate esti- 
mate of detailed requirements such as would permit inclusion in regu- 
lar program plans at this time. 
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Furthermore, there has been no disappearance of the basic causes of 
instability and unrest which led to the President’s fiscal year 1957 
request for special authority in the use of mutual security funds in the 
Middle East. At the time of his request, the President indicated his 
intention to ask for comparable authority in fiscal year 1958. That 
authority is implicit in the general request for special assistance 
funds. Although the preprogr: ramed amount of special assistance pro- 
posed for the Near East and south Asia is now $13.8 million, a sub- 
stantially larger portion of these funds might ultimately have to be 
devoted to carrying forward the efforts already instituted by Ambas- 
sador Richards. It is our intention to use the development loan fund 
in the Near East and south Asia whenever appropriate and possible. 
In instances where loans prove unsuitable special assistance may have 
to be extended to accomplish immediate results. For these purposes, 
the contingency reserve provides approximately $200 million for 
worldwide use. 

PUBLIC LAW 480 


The Agricultural Trade Development and Assistance Act, Public 
Law 480, has afforded another firm source of resources outside the 
mutual security program, to supplement the hard-pressed exchange 
budgets of countries in the Near East and south Asia. Under title I 
of Public Law 480, the United States has concluded surplus agricul- 
tural commodity sales agreements in the area totaling $728 million— 
market value plus ocean transportation costs. Of this total the sales 
agreements provided that over $390 million of the local currency 
sales proceeds may be lent to the purchasing countries for such pur- 
poses as the promotion of balanced economic development and trade 
among nations. 

Although lending the local currencies, produced by its current pay- 
ments for Public Law 480 sales to the purchasing country, creates a 
future obligation to repay, the Public Law 480 program in certain 
instances provides genuine current balance-of-payments assistance to 
the purchaser in meet ing demand for imports. In other instances, be- 
cause recipient countries are required to continue their normal imports 
of such commodities so as not to disrupt normal world-trade patterns, 
the effect of Public Law 480 is not to save foreign exchange but rather 
to permit an increase in consumption of suc h commodities. With 
proper planning this provides an opportunity for accelerating the 
development process. While the Public Law 480 program is key ved to 
the reduction of United States agricultural surpluses, and to the de- 
velopment of additional markets ‘for United States agricultural com- 
modities, its impact upon economic development abroad has been posi 
tive and substantial. 

In formulating our fiscal year 1958 mutual security program we 
have assumed the continued availability of surplus agricultural com- 
modities for sale under Public Law 480 to a degree comparable with 
the annual average provided since the inception of the Public Law 
480 program. In the absence of such availability, requirements of 
a number of countries with severe balance of payments problems would 
be substantially higher, even if per capita consumption standards 
were to be reduced below expected levels. 
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NEW LEGISLATIVE PROVISIONS 


Over and above the changes implicit in the shift to the development 
loan fund, four features of the proposed legislation emerge as con- 
tributions to a more efficient administration of the mutual security 
program. The underlying assurance of continuity of United States 
interest afforded by continuing authority would permit a more even 
pace of program relations with other countries and more orderly and 
businesslike procedures. It would be easier so to rationalize opera- 
tions as to limit current obligations to those required to meet antici- 
pated current expenditure requirements, since it would be clear from 
the expression of legislative intent that the United States would con- 
tinue its support for achievement of certain defense and develop- 
ment objectives. However, the value of such a provision is not limited 
to defense support or economic development. 

Technical cooperation objectives, by their very nature, demand a 
long-term point of view and assurance of ability to continue support 
as determined to be necessary, even though all requirements cannot be 
foreseen and should not ¥ prefinanced. Technical cooperation in 
particular would suffer if the program approach from either the 
United States or partic cai country side reflected any wide fluctu- 
ations of interest or periodic gaps in availabilities. The essential ele- 
ment which continuing authorization would afford is the opportunity 
to improve the planning of program phasing. The availability of 25 
percent technical cooperation funds for obligation for a period of 3 
months after the end of the fiscal year, instead of the current practice 
of requiring obligation of such ap ypropri: ited funds by the close of 
the fiscal year, would contribute to efficient programing; it would al- 
low more time to complet e the necessary investigations, preliminary 
examination of recruiting prospects, and other implementation prob- 
lems, so that obligation would be closer to true ability to initiate rapid 
implementation of program agreements. 

In the Near East and South Asia area particularly, solution of many 
of the defeise support and development problems involves patient, 
orderly and continuous effort over a rather long period of time. The 
effect of natural obstacles, technical lacks, failures of a yply, and ful- 
fillment slippage by participants, by suppliers, and by MSP cannot 
all be precisely foreseen. Reasonably careful and conservative pro- 
graming may nevertheless require substantial commitments to permit 
proper ordering, contracting and development phasing. To preserve 
the most desirable pattern from the point of view of development 
objectives or defense support needs, it is vital to assure the continued 
availability of once-committed funds until program fulfillment is 
attained. 

To supplement these notes on the mutual security proposals for fiscal 
year 1958, there is included in the section which follows immediately 
below, a brief note on mutual security operations to date in each of the 
countries. These comments also relate programs to the principal prob- 
lems of each country and to the country’s own development activity. 
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MUTUAL SECURITY ACTIVITIES IN NEAR EAST AND SOUTH ASIA 
COUNTRIES 
rreece, Lran, Turkey 
Greece 

The 1947-52 program of large-scale transfer of material resources 
to Greece helped the Greek people to save themselves from Soviet 
domination, reconstructed Greece’s shattered physical plant, estab- 
lished a structure of basic services and institutions upon which further 
economic growth could proceed, and rebuilt the military establishment 
into an effective instrument of internal security and national defense. 

The end of the civil war and the provision of United States aid in- 
duced a very considerable increase of output in 1950 and 1951. A 
thoroughgoing anti-inflationary program, introduced in 1952, reduced 
output in some fields but permitted Greece to devalue the following 
spring under favorable financial circumstances. Devaluation opened 
European markets to previously over-priced Greek agricultural prod- 
ucts and encouraged an increase of output in those fields in which 
Greece could anticipate continued economic success. The combination 
of external assistance and the prudent financial policies of 1952-53 thus 
provided the conditions for reasonable economic growth in 1954-57; 
this growth may be regarded as defining in some measure part of the 
success of the aid program to Greece. 

By 1957, the per capita consumption level had risen about 8-10 
percent above prewar. Agricultural production in 1956 was 29 percent 
above the 1935-39 average and industrial production in 1956 had in- 
creased by one-third over 1953. The tobacco industry is selling all that 
Greece produces. Foreign exchange reserves are 4 times what they 
were in 1951. These striking gains ‘do not mean that the present situ- 
ation is completely satisfactory. Apart from the burden of the de- 
fense establishment, which is the reason for defense support aid to 
Greece, there are a number of persistent and perplexing problems 
facing the Greek Government. ‘These include the direction of public 
and private investment; the unsatisfactory cost situation in much of 
Greek industry ; the need to improve the level of technical training both 
in industry and agriculture; the persistence of underemployment; and 
the continuous pressure of the need to expand output and raise the 
standard of living on the material and financial resources and capacities 
of Greece. 

In fiscal year 1956 and 1957 the United States financed, in the form 
of defense support $25 million per annum of surplus agricultural 
commodities for Greece. The local currency proceeds arising from 
the sale of these commodities were granted or loaned—in fiscal yeai 
1957 $10 million equivalent was loaned, $15 million equivalent 
granted—to the Greek Government for budgetary support of military 
expenditures. 

In addition to defense support there is a modest technical-coopera- 
tion program, amounting to $830,000 in fiscal year 1957; a slightly 
smaller amount is proposed for fiscal year 1958. At least one third of 
the annual technical cooperation obligations covers the costs of Greek 
participants studying in the United States; most are government em- 
ployees or are associated with the major Greek universities. The pro- 
gram, as a whole, encompasses two agricultural projects—extension and 
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marketing—a complex of labor projects especially connected with the 
trade union movement; and a small number of industry projects. 


Iran 
Iran is important to the United States for political, economic, and 
military reasons. It has a 1,200-mile common border with the 
U. S. S. R., occupies a strategic location in the Middle East, con- 
tributes significantly to regional defense through membership of the 
Baghdad Pact, and controls an important part ‘of the world’s proven 
oil reserves. Nothwithstanding its potential wealth, Ivan has at pres- 
ent an underdeveloped, agricultural economy and but little industry. 
The bulk of the population is illiterate and lives at subsistence level. 
Basic public services are inadequate and existing Government organi- 
zational structures and administrative procedures require substantial 
improvement if economic resources are to be mobilized on a scale 
commensurate with the rising aspirations of the population. 
United States assistance to Iran began in 1951 with the initiation 
of a typical Point 4 program of technical assistance. A modest 
amount of development assistance was added in 1952. After the 
fall of the Mossadegh regime in 1953, the economic aid program 
was greatly expanded in order to provide support to the new regime 
and prevent financial collapse; the program was designed to combat 
inflation, provide employment, cover current budgetary obligations, 
meet vital import requirements, and permit a moderate degree of 
economic development during the period when oil revenues were 
suspended, Expenditures of aid funds totaled about $ $20 million in 
ra al year 1953, $60 million in fiscal year 1954, and $92 million in 
fiscal year 1955. By fiscal year 1956, after the situation had become 
stable, expenditures dropped to about $40 million. Although these 
sums were large enough to have significant impact on the Iranian 
economy, they totaled slightly less than one-half of the amounts Iran 
could have received during the 4 oil-less years of the cessation 
of oil exports if earnings had continued at the $115 million rate 
received during the last year of oil operations ending March 20, 1951. 
On the military side, the United States has a stake in helping Iran 
to shoulder its regional defense burdens. Apart from military end 
items, financed from military assistance funds, ICA has provided 
defense support financing to meet the local currency costs of a military 
construction program intended to permit redeployment of Iranian 
forces into more adequate defensive positions. Local currency for 
this program is generated through the import of salable commodities. 
The revival of the Iranian economy has made possible a gradual 
return of the mutual security program in Iran to its original objec- 
tives of providing technical advice, supporting equipment, “and modest 
financial support for selected demonstration: al, economic development 
projects. No general budgetary support has been provided from 
fiscal year 1957 funds, and none 1s expected in fiscal year 1958. How- 
ever, the need for United States technical assistance in many fields 
remains critical, and the general stringency of the budget—due in 
part to increasing requirements for maintenance and operation of the 
military establishment—makes it unlikely than Iran can at this 
time provide adequate local currency support to continuing United 
States Iranian projects. 
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Continued successful implementation of these projects provides 
tangible evidence of progress during the period before the larger 
term projects of the Iranian Plan Organization come to fruition. 

The degree to which the Iranian Government has supported United 
States programs in Iran must be evaluated in the light of its financial 
capacity todoso. The level of cash contribution to joint projects was, 
naturally, small during the early years of the program when the United 
States was also sesviitie general budgetary support to meet a central 
financial crises. ‘The level has gradually risen since then so that in 
fiscal year 1957, the Iranian Government undertook to contribute 50 
percent of all local currency costs of the technical cooperation projects 
and to match funds for defense-support projects. Buildings, land, 
offices, personnel, services and other contributions in kind were made 
from the beginning. The Iranian Government now pays most of the 
local currency costs of participants and contract services and has 
assumed financial responsibility for the operation of vehicles servicing 
joint projects. 

Equally important, Iran has supported joint projects through legis- 
lative action and by administrative reforms. For example, a new 
community-development law was passed to make it cousiits to carry 
out a nationwide program of social and economic development at the 
village level and to provide financing for the program, one-half from 
local governments and one-half from oil revenues. As the result of 
United States technical advice in a sensitive field of domestic policy, 
tax laws are being overhauled, a program budget system has been 
adopted, and tax administration improved. The Iranian Government 
has passed legislation appointing permanent Under Secretaries for ad- 
ministration in each ministry; these officials working in close collab- 
oration with United States advisers assigned to the ministries, are 
effecting reorganizations to streamline the administrative machinery 
within the ministries. A new educational system adapted from the 
United States system and designed to stimulate individual thought and 
expression, group participation in activities, and a democratic ap- 
proach to learning, has been put into effect; textbooks have been re- 
written under the guidance of United States technicians and curricu- 
lums have been revised. Some projects, such as the malaria control 
project, have been taken over completely by the Iranian Government, 
and are being operated without further technical or financial assistance 
from the United States. 

Perhaps the most significant indication of Iranian interest in joint 
programs has been the successful integration of former United States 
operated programs into the Iranian ministries. United States tech- 
nicians have withdrawn from active supervisory roles and now serve 
in purely advisory capacities in the offices of their Iranian counter- 
_. Accountability for all project property is now in process of 

ing transferred from the USOM to the Government of Iran. Final- 
ly, joint projects are now being financed through “special activities ac- 
counts” in the Central Treasury. This technique is providing training 
in United States budget and accounting methods to employees of the 
Treasury and other Iranian ministries. 

An impressive basis for economic development has been laid. For 
several years there will be required continued United States technical 
assistance related to selected economic development projects and de- 
fense support related to the military buildup. Thereafter, Iran’s own 
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resources, if properly mobilized, should be sufficient to sustain a satis- 
factory rate of ee growth and an adequate current budget. 
STaeesérer: i in view of the length of time required before domestic edu- 
cation and technical training can adequately meet requirements, Iran 
is likely to rely heavily, for some time toc ome, on the United States and 
other foreign technical advisers. 

Turkey 

The mutual security program in Turkey is well known; like that in 
Greece, it began pi ior to the inception of the European recovery pro- 
gram. 

From April 3, 1948 through June 1956, total nonmilitary aid obliga- 
tions for Turkey amounted to approximately $561 million, mutual se 
curity program loans amounted to $130 million. In fiseal year 1957, 
a total of $55 million in defense support and $3.3 million in technical 
cooperation were programed. During this period of development 
there h: as bee na basic improvement in the economic well-bei ng of the 
average Turk. The gross national product has increased in real terms 
by roughly 37 percent since 1950. During the early fifties, when har- 
vests were extremely favorable, Turkish gross national product aver- 


aged approximately 8-9 percent increases annually. In recent years, 
when crops have been poorer, inflationary problems have grown, for- 
eign debt had risen ape annual improveme nt in gross national prod- 


uct has been about 4 to > percent. Several thousand kilometers of 
cood roads have been eee up remote sec tions of the ecountr V5 
a factor of considerable advantage to defensive ope ations. Coal pro- 


duction has increased by 600.000 tons of salable coal, and other mining 
facilities and energy-producing units have been modernized and im- 
yroved. The overall industrial index is now 166—with 1948 as a 
Ses year. Per capita income and consumption have increased 19 per- 
cent since 1950. Agricultural production in 1956 was 63 percent above 


the 1935-39 volume. From 1949 to 1956, industry and mining in- 
creased by approximately 50 perent; construction by 50 percent; and 
transportation and communic ations facilities have almost doubled. 

The problem in Tur ney is one of e fort straining existing resources. 
On the military side, Turkey is the largest contributor to manpower 
of the NATO defense establishment and would increase that contribu- 
tion were it financially able to do so. On the economic side as a con- 
sequence of its drive toward rapid development, Turkey has exceeded 
its own limited resources, and has accumulated a heavy foreion and 
domestic debt. Defense expenditures represent approximately 5 per- 
cent of the OTOSS national product, and compare favorably with such 
expenditures by other NATO members. 

The large share of the national budget to be devoted to investment, 
roughly : 33 percen it, represents an increase over last year: it represents 
approx imately 15 percent of gross national product, at market prices. 
Since fiscal year 1955, as the disequilibriums resulting from the heavy 
investment progr: am have become apparent, the aid program has had 
to be restricted in large measure to financing imports of r: aw mater inks, 
basic commodities, and spare parts to keep the industrial plant in 
operation. P rovision of capits il equi ipment has been limite: to ald- 
support projects which were already underway. 

Turkey has hs dc only partial success in effecting the kind of internal 


financial stabilization which would improve the climate for rapid 
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economic development. Until Turkish Government fiscal policy effec- 
tively eases the domestic inflationary pressure, United States aid can 
have only limited impact: its major effect is to sustain consumption 
levels to support present defense efforts. Increases in productive ca- 
pacity are being achieved, but not at the rate which could be attained 
by the most economic use of available resources, nor at a rate fast 
enough to hasten the day when Turkey’s earnings will permit it to 
carry a larger share of its defense and economic growth costs. On 
the other hand, the pride, energy and independence which have made 
Turkey a stalwart defender of its own independence, a member of the 
Baghdad Pact and of the free world, are the very qualities which sug- 
gest the necessary measures will ultimately take effect. 

Arab States and Israel 

Egypt 

The mutual security program in Egypt, initiated in fiscal year 
1951, took the form of a modest technical assistance program until 
fiscal year 1955, when $40 million in development assistance was pro- 
vided. For reasons not related to the mutual security program, politi- 
cal relations with Egypt have deteriorated to the point where ICA 
operations have in effect been suspended. 

Prior to suspension, however, program oper: ations demonstrated 
the practicability of United States tec pk in improving the pro- 
ductivity of arid western desert lands, in reclaiming new lands and 
in preve nting deterioration of land causal under cultivation. 
American agricultural extension methods have, in some measure, been 
adopted. Demonstrations of low-cost housing construction offered 
guidance and set precedents that will be applicable to the resettlement 
problem which Egypt will some day have to meet. Improvements in 
public health services and educational methods resulted from the 
guidance of American technicians in these two fields. Development 
assistance helped to finance highway, railroad, airport, and waterways 
equipment which enabled Egypt to improve its transportation system 
more rapidly than would otherwise have been possible. 

In fiscal year 1956 development assistance funds proposed for the 
program in Egypt were reserved, together with other funds, to make 
up the $54.6 million proposed as a grant for the Aswan high dam. 
This offer was not accepted before the end of the fiscal year and con- 
sequently, the fiscal year 1956 program was limited to $2.6 million 
in technical assistance funds. 

When the Government of Egypt nationalized the Suez Canal Com- 
pany in July 1956, ICA suspended the programing of fiscal year 
1957 funds. With the initiation of French-British-Isr aelj military 
operations against Egypt, all but a few ICA oo itive e! nployees 
left Cairo and have since been reassigned. Under present cireum- 
stances no program is proposed for fiscal year 1958. It is not possible 
at this time to predict when the situation might warrant recon- 
sideration of this decision. 

Traq 

The ICA program in Iraq has been almost entirely technical co- 
operation, except for development assistance initiated under the Mid- 
dle East resolution in fiscal year 1957, amounting to a program for 
about $1.4 million. 
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The technical cooperation program has averaged slightly more than 
$2 million annually. United States technicians are assigned to work 
with the Development Board and its various technical sections, in the 
Miri Sirf Land Development Committee, and in many of the Minis- 
tries advising in the planning and implementation of designated ac- 
tivities of the development effort. The development activities are 
financed by the Government of Iraq, except for the costs of United 
States technicians, participants, and small amounts of demonstra- 
tion equipment. 

While the technical nature of the work of United States technicians 
in Iraq varies, of course, according to field of specialization two ele- 
ments—training of Iraqi personnel and strengthening the organiza- 
tional and procedural arrangements of the various de -velopment »ro- 
grams—are common objectives to all United States personnel. Con- 
cneiy of these elements is stressed so that eventually the pro- 

‘ams may be carried forward by the Iraqis themselves. 

~ Since the ine eption of the technical cooperation program in 1952, 
the Government of Iraq has extended its unwavering support to the 
program. It is difficult to evaluate this support in terms of dollars 
or dinars. Our Iraq program is designed to offer technical assistance 
to the very much larger, self-financed, Iraq development program. In 
fiscal- year 1957, for example, the technical cooperation program 
amounted to $2.3 million in selected ministry activities estimated to 
cost $9 million. This may be compared with Iraq Development Board 
programing of $229 million and an actual current development ex- 
penditure from Iraqi revenues of $140 million. In addition to financial 
support, the Government of Iraq is alloting large blocks of public 
land for settlement programs and other developmental purposes. 

Technical assistance to Iraq has achieved benefits far in excess of 
its proportional monetary share in Iraqi development. A sound per- 
manent, economic foundation is being laid through coordinated devel- 
opment of Iraq’s major natural resources of land, water, and petro- 
leum. The United States contribution of technicians and advice at 
critical points in Iraqi planning and execution of this development 
program has greatly advanced execution of the 6-year plan. 





Israel 


United States aid to Israel under the mutual security program began 
in late 1951 under legislation authorizing a program of relief and re- 
settlement for refugees, for both Jewish immigrants and those Arabs 
who had fled to neighboring Arab States. Through fiscal year 1956 
a total of $252.2 million in development assistance was obligated for 
the program in Israel, (programs have decreased in m: ignitude since 
fiscal year 1955; the amount programed in fiscal year 1957 for com- 
modity imports is $25 million). Development assistance has been 
used to purchase basic foodstuffs, petroleum, oils, lubricants, raw 
materials, and heavy equipment for the industry, agriculture, trans- 
portation, and communications fields especially. The counterpart gen- 
erated by these imports was used for internal-development projects 
within the Israeli development budget. For the technical cooperation 
program, started in fiscal year 1952, a total of $4.4 million had been 
obligated through June 30, 1956. In fiscal year 1957 an additional 
$1,600, 00 10 is programed. 
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The mutual security effort in Israel has taken the form of a fully 
coordinated technical cooperation and development assistance pro- 
gram, worked out in cooperation with the Government of Israel. The 
fields of activity covered by these coordinated joint operations have 
been agriculture, fisheries and forestry ; commerce and industry; na- 
tional financial management; public health and sanitation ; education 
and vocational training; transportation and communications; survey, 
development, and use of natural resources, including metallic minerals, 
water, and power; housing; and manpower and labor. Virtually every 
phase of Israeli life has been touched, directly or indirectly, by the 
progress made in these fields. 

In the early stages of the program, Israeli officials were more in- 
clined to concentrate on the volume of economic aid, which they saw 
as the means of resolving their economic ills, than on the possibilities 
of the technical-assistance effort. There has been gradual recognition 
that although dollar aid assists to meet immediate economic needs, 
American help of a qualitative nature is needed to solve long-run tech- 
nical and managerial problems of agricultural development, and, even 
more, those of industrialization. Recognition of this need has grown 
as United States technicians and their Israeli counterparts have 
worked worked hand in hand to carry out project activities in the 
technical cooperation program. C urrently, the program receives the 
zealous support of Israeli officials and technicians. 

Israel, despite all odds, has been able to make effective progress 
in its development efforts, and has made every effort to help itself 
and to use outside assistance wisely. E xpected progress in agricul- 
tural output will greatly increase self-support in that field 4 years 
from now. Large imports of wheat and feed grains will still be needed 
thereafter, however, for Israel cannot produce from domestic sources 
enough to satisfy its requirements, Israel was able to refund its short- 
term debt, thus averting recurring financial crises and reducing the 
debt to manageable proportions. At United States urging, the Israeli 
Government established a foreign-exchange budget, permitting proper 
budgeting of all receipts from outside sources and wise planning to 
meet international payments within the limits of these receipts. How- 
ever, Israel has yet to devise an overall plan for economic develop- 
ment which (a) balances and coordinates developments in various 
fields, (6) takes cognizance of the totality of resources, and (c) estab- 
lished priorities. 

In sum, past United States assistance has enabled Israel to rehabili- 
tate its economy, purchase needed materials and supplies for develop- 
ment purposes, and provide imports required for consumption. The 
rise in gross national product from $818 million in 1951 to $1,101 
million in 1956 reflects the impact of this assistance in conjunction 
with Israel’s vigorous and wise development of its total human and 
material resources. 

Jordan 

From April 1951, when the first United States-Jordanian technical 
cooperation agreement was signed, through fiscal year 1956, cumula- 
tive obligations totaled $14.5 million. Under the economic assistance 
(development assistance) agreement signed in June 1954, cumulative 
obligations amounted to $18.2 million through fiscal year 1956. These 
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bilateral agreements provided for contributions from both Govern- 
ments and for operations to be carried out by individual cooperative 
services under appropriate ministries. The technical cooperation pro- 
gram has emphasized development in the areas of agriculture, health 
and sanitation, education, and technical advice and loans for the 
development of small industries, while the economic-assistance pro- 
gram has concentrated on road construction and development of water 
resources. Both governments have contributed to these joint pro- 
grams. The Jordanian Government contribution has amounted to 
approximately $1 million in cash plus considerable contribution in 
kind, including labor, land, and supplies. Currently, a new basic 
agreement is being negotiated that will reflect greater Jordanian Gov- 
ernment operating responsibility. In fiscal vear 1957 a total of $1.2 
million was programed for technical cooperation ; $10 million of devel- 
opment assistance was granted for budget support, following on the 
crisis in Jordan late in the fiscal year. 

Under the Anglo-Jordanian Treaty, terminated this spring, Jordan 
received annually from the United Kingdom over $35 million which 
was used chiefly to maintain the Jordanian Army, although a small 
portion ($3 million to $5 million annually) was available for economic 
development. These British contributions repre sented approximately 
60 percent of the total revenue of the Jordanian Government. In 
January 1957, under the Arab solidarity agreement, Egypt, Syria, and 
Saudi Arabia agreed to contribute to Jordan $35 million in lieu of the 
British subsidy. Saudi Arabia has been making payments on its 
commitment. Internal conditions have improved since the restora- 
tion of order after the Cabinet crisis of April 1957, but Jordan is still 
faced with acute financial problems. Those problems are aggravated 
by the presence in Jordan of over 500,000 Arab refugees (representing 
one-third of the total Jordanian population) who have no means of 
support other than United Nations relief and the small amount of 
work they can obtain from the local resident population. As a result 
of these conditions, Jordan is urgently in need of economic develop 
ment; for this it is dependent very largely upon external financial and 
technical aid. 

Technical cooperation has brought material benefits to Jordan 
Agricultural research, extension, and credit projects were partially 
responsible for a striking increase in agricultural exports; tomato 
exports, for example, rose from 3,000 tons in 1952 to 22,000 tons in 
1955. Technical advice and loan alae to selected industries and 
various surveys have helped to establish new companies for exploiting 
the limited natural resources and for modernizing existing industries 
The ceramics industry, now producing heavy clay products, and other 
processing and handicraft industries have all benefitted. Tourism, an 
important source of income, has benefitted from technical advice and 
loans. 

In addition to assistance for health training and edueation and 
nurses training, the education program has emphasized teacher train 
ing, industrial vocational education and agricultural education; for 
these projects facilities and equipment as well as technical aid has 
been needed. A new vocational training school, a new teacher train- 
ing school, a new rural elementary teacher training school, and a new 
central public health laboratory have been established largely with 
both technical cooperation and development assistance funds. 
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Development assistance has concentrated on road construction and 
the development of water resources. The United States contribution 
to the 261 kilometer road construction program in east and west 
Jordan has been approximately $7 million, including over $2 million 
inequipment. The project has employed about 7,000 Jordanians, most 
of whom were refugees, These roads, by providing cheaper trans- 
portation and helping farmers to bring their crops to the towns, bring 
basic benefit to the Jordanian economy, 

Using water from wells constructed with the assistance of United 
States aid financing, expanded irrigation has brought over 1,000 acres 
of land under profitable cultivation and demonstrated how semidesert 
lands can be made productive when water is put to its optimum use. 
American and Jordanian range specialists have experimented with 8 
water-spreading projects covering over 6,100 acres of arid land. 
Seven diversion dams and stock water pounds and eight dugouts with 

)-million gallon capacity were constructed in arid areas. Also, 
United States aid rome ae in restoring or building 75 Roman 

cisterns and renovat! f springs, thereby me ‘reasing by more than 
D5 million gallons sa‘s, amount of drinkable water. In all. about 3.000 
Jordanians were employed on these projec ‘ts “aid more than 285,000 
people, including over 80,000 Bedouins, together with their flocks of 
200,000 camels, goats, and sheep are the benefici iries of these efforts to 


improve water ut ‘Heation. 


Le banon 

The total aid program for Lebanon, including estimated obliga- 
tions through fiseal year 1957, totals approximately $35 million. For 
the long-range technical cooperation program, approxim: itely $2 mil- 
lion has been programed each fiscal year since 1952. The develop- 
ment assistance program amounted to 35.5 million in fiscal year 1956 
end S10 million in fiscal year 1957, 

Technical cooperation has concentrated on long-range demonstra- 
tion and training programs in agriculture, irrigation, and engineer- 
ing surve ys, ( education, public health, labor, industry, and handicrafts. 
Technical assistance, in the early years, was widely diversified; there 
were small projects in many fields, with emphasis on agriculture, 
health and sanitation, and education. The agricultural program in 
fiscal year 1958 will relate to agricultural extension, animal husbandry, 
and plant protection. As Lebanon is improving its own facilities in 
public health and education, the health and sanitation projects are 
phasing out and new health projects will not be undertaken; the edu- 
cational program is also being reduced except for the English lan- 
guage teaching project: the balance of the fiscal year 1958 program 
will be directed toward the establishment of small industries, en- 
gineering services for road design and construction, power transmis- 
sion, rural electrification, village water supply, airport improvement, 
public administration, and labor. 

The work of United States engineers on problems in the field of 
natural resources has been effective and well received in Lebanon. 
Their survey of the Litani River, completed in 1954, illustrated the 
practicability of long-range water conservation and irrigation, and 
demonstrated the feasibility of an electrification program. The first 
phase of the Litani construction will be financed by an IBRD loan of 
497 million. As a byproduct of the Litani River study, the planning 
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and supervision of a village water supply improvement program for 
175 villages was carried out, thus improving health standards and 
living conditions of thousands of people in rural areas of Lebanon. 

The fiscal year 1957 program of $10 million was extended as non- 
project type assistance. Under the terms of a bilateral agreement 
concluded in April 1957, the United States financed the import of 
such commodities as copper wire, reinforcing steel, pipes, pumps, as- 
phalt, and transformers for the Lebanon development program; the 
Government of Lebanon agreed to deposit the equivalent of $10 mil- 
lion in Lebanese pounds in a special counterpart account, to be used 
for mutually agreed-upon development projects including road de- 
velopment and construction, village water supply, power transmission, 
airport construction, low-cost housing and slum clearance, and small 
irrigation projects. These same development areas are included within 
the fiscal year 1957 and proposed fiscal year 1958 technical cooperation 
programs. 

Saudi Arabia 

During the discussions on continued Saudi Arabian-United States 
cooperation and the extension of United States rights at Dhahran air- 
field in the spring of 1957, agreement was reached to grant [security 
deletion] development assistance to Saudi Arabia in fiscal year 1957. 
The grant will assist in financing port expansion of civil air terminal 
facilities, an engineering survey of the old Hejaz Railroad, and a 
mapping survey. No additional technical-assistance or special-aid 
programs beyond these commitments are included in these fiscal year 
1958 projections. 

Assuming relative stability and the resumption of normal oil trade, 
Saudi Arabia should be able to finance its own economic development 
projects. The Government has undertaken construction and develop- 
ment with respect to roads, railroads, ports, telephonic communica- 
tions, and buildings—this construction will serve as a foundation for 
future development in education, health, housing, agriculture, and 
natural resources. 


Programs in South Asia 


Afghanistan 

United States technical cooperation assistance to Afghanistan under 
the mutual security program was initiated in 1952, and $7.2 million 
was obligated through June 30, 1956. During this period Afghans 
were trained for work on selected projects in their own development 
program in the fields of education, agriculture, engineering, trans- 
portation, public administration, public health, mining, and rural 
development. American universities are helping the University of 
Kabul to establish an agricultural and engineering school and a voca- 
tional training school and to set up special teacher training courses. 
For fiscal year 1957, obligations for the technical cooperation programs 
are estimated at $3 million. 

In fiscal year 1956, a development assistance program of $15.8 mil- 
lion was initiated to help Afghanistan develop an internal air trans- 
portation system which, linked with international lines, would greatly 
improve Afghanistan’s transportation connections with the free world. 
In fiscal year 1957 development assistance of $11.4 million was made 
available. These funds are being used chiefly to improve roads, to 
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purchase trucks, to expand the university at Kabul, and to assist in 
development work in the Helmand Valley. 

Afghan ambition for development outstrips available manpower 
and material resources. The U nited States program represents a 
selection from among various development undertakings desired by 
Afghanistan. Half the United States technical cooperation program 
has been concentrated on education and training, while additional 
assistance has been made available for Helmand Valley development 
and for transportation. Dy enews of the Helmand Valley area 
was initiated by the Afghan Government about 20 years ago and some 
of the major dams and irrigation canals controlling the w aterflow and 
use have been constructed. The mutual security program is helping 
Afghanistan to reclaim and develop lands which can now be irrigated. 

Attributions of Afghan contributions to joint projects are in most 
instances only small fractions of the total outlay in each endeavor. 
About one-third of the Afghan Government budgeted expenditure 
of $62 million (dollar equivalent) for its fiscal year 1956 was on 
activities which might be considered part of the economic and social 
development effort and $15.4 million (dollar equivalent) represents 
Afghanistan’s expenditures on the joint undertakings also supported 
by MSP aid. 

Achievement in the modest cooperative-advisory-type program 
maintained until recently by the United States in Afghanistan is difli- 
cult to measure since the benefits to date are in large part intangible. 
Genuine progress toward the attainment of the broad United States 
objectives is represented by cooperation between Pakistan and Afghan- 
istan in recent months toward the planning of a regional transit 
system which would improve Afghanistan’s transit communication 
across Pakistan to the port of Karachi, dev elopment of Afghan tech- 
nician competence to keep reliable records of the wate low of the 
Helmand River, establishment of the organizational pattern and budg- 
eting process for the Helmand V alley authority, establishment of 
E nglish as the second official language, expansion in primary, second- 
ary and vocational education, improvements in agricultural techniques 
and in the maintenance of friendly and cooperative relations with 
Afghans in all walks of life. 

Ceylon 

In fiscal year 1956 and fiscal year 1957 a total of $9 million develop- 
ment assistance and nearly $2 million technical cooperation was made 
available to Ceylon. These funds have been used to finance imports of 
wheat, pay ocean freight, and support development and technical 
cooperation activities in transportation, health, agriculture and tech- 
nical education. The emphasis in the program has followed that of 
the eee development program. 

The Government of Ceylon regularly devotes substantial sums to 
capital development and a heavy share of this activity is in sectors in 
which the United States program is concentrated. One indication of 
this coordination of effort is the fact that the Government of Ceylon 
has been devoting the equivalent of $20 million, or almost one-third 
its annual capital outlay, to projects which are also receiving United 
States assistance. 

Development programs in Ceylon have been limited not by lack of 
interest or will but by a shortage of capital and technical skills. By 
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working to alleviate these shortages in key areas, the United States 
program has been designed to bring about a more effective and more 
rapid use of Ceylon’s resources. 

India 

Since the beginning of the mutual security program in India in 1952, 
the United States has made available approximately $400 million 
under the technical cooperation and development assistance programs. 
As India’s economy has improved, an increasing amount of the devel- 
opment assistance has been in the form of loans: inc luding $40 mil- 
lion of loans from fiscal year 1957 programs. Mutual security program 
loans to India of dollars and local currency now total $123 million. 
Mutual security assistance has been directly coordinated with India’s 
own development program, its first and second 5-year plans of 1952-56 
and 1956-61, respectively. Development assistance has represented : 
relatively small but crucial contribution by providing scarce ieaien 
exchange for imports of commodities and equipment (steel, engines, 
pumps, pipe, railway equipment, DDT, and so forth) essential to 
those plans. The technical cooperation training and demonstration 
programs have helped India to develop its own great national capabil- 
ities for ultimately carrying forward long-run development plans on 
a self-sustaining basis. 

The basic United States interest is that India maintain and 
strengthen its democratic independence. The Indian Government be- 
lieves that to maintain national independence, and to insure the sur- 
vival and further development of their free institutions, it is necessary 
to raise the material and cultural standards of its nearly 400 million 
people. India is, therefore, engaged in a determined long-range effort, 
to attack the crucial economic problems of population pressure, pov- 
erty, unemployment, il] health, and ignorance—problems which, in the 
minds of the people, demand tangible steps toward a solution if 
India is to maintain its stability and independence in the years ahead. 

India’s econouiic problems are great but there are encouraging signs 
of progress in onpiee with those problems. Agricultural production 
in 1956 stood at 20 percent above the 1935-39 volume. Bis the 5-year 
period 1952-56, gross national product increased by 13 percent, per 
c apite i gross national product by 7 percent, food grain dace mov 
20 pe reent (by more than 10 million tons) and industrial production 
by about 40 percent mill steel production increased by LQ percent, 
cotton cloth output by 25 percent, cement output by Do percent: electri 
power output rose 65 percent: coal output 14 percent. 

The community development program initiated in 1952 has been 
extended to 127,000 villages in which it is spreading a knowledge of 
better techniques in the fields of health, education, agriculture, and 
small industry, and bringing a better life to an estimated 82 million 
people. The incidence of malaria has been reduced by one-half. The 
educational system has expanded and now covers 51 percent of the 
children in the 6-11 age group, 19 percent. of those aged 11-14 and 9.5 
percent of children from 14 to 17. Technical cooperation and devel- 
opment assistance was pi articularly important in initiating the com- 
munity development program. It is basically an Indian program in 
administration, implementation, and financing. But the American 
contributions—technicians and advisers to demonstrate practical 


methods and know-how and equipment such as jeeps, health vans, 
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microscopes, film projectors, plows, and so forth—have played a vital 
role. In the four-volume report on community development issued in 
December 1956, by a committee of the Indian Parliament, the United 
States contribution is given full credit for help given to implement 
this program, one whic h is already making a profound i impact upon the 
life of about one-fifth of India’s population. 

Many ICA projects are connected in one way or another with eco- 
nomic and social deve lopment of rural India, The national malaria 
program has received vital assistance from mutual-security-program- 
financed DDT, sprayers, and jeeps. In reducing the incidence of the 
disease by one-half, the program has not only alleviated human suffer- 
ing, but also reduced the economic burden resulting from low produc- 
tivity, medical care, and the waste of potentially cultivable land. 
United States aid has also financed other programs in rural areas for 
agricultural extension, home science tr: aining, agricultural education 
and research institutions, projects in agricultural information, live- 
stock, plants, irrigation, and marketing. Five land-grant colleges (the 
Universities of Wisconsin, Tennessee, Illinois, Ohio State, and Kansas 
College of Agriculture) have contracted to carry on these activities. 
ICA has financed pipe and other materials for the national water sup- 
ply and sanitation program, making possible construction of 3,000 tube- 
wells and supplying casing pipe for an additional 2,000 wells. Each 
well irrigates approxim: ately 350 acres. 

India’s railways increased the amount of freight they carried during 
the first 5-year “pl: in period by about 31 percent. The railways have to 
carry an increasing load of the new goods and equipment the country 
needs if the economy is to continue to grow. The modernization and 
expansion of the railways was advanced through mutual security 
financing of freight cars, locomotives, and rails. Under an ICA- 
financed contract, a team of American railway experts is surveying 
Indian railways with a view to improving operations and relieving 
the pressure on the existing system. 

The educational deficiencies which India recognizes are being at- 
tacked on three fronts: reorientation of the course material to fit the 
needs of the new India; training of teachers; and provision of school 
facilities. The goal of the Indian constitution is free compulsory 
education until age 14, but it will probably not be met for at least 
another 15 years. In the second 5-year plan the equivalent of S645 
million is allocated for education. Most of the projected increase in 
Indian expenditure is for secondary schools, technical and vocational 
training and universities with elementary education being held at 
about the present level. The United States through college contracts 
under the technical cooperation program has helped « on university 
education in the fields of agriculture and technical training. There is 
also a university team in India now, on an ICA-financed contract, ad- 
vising the Government on the development of a secondary school 
program, 

Nepal 

United States assistance to Nepal began in 1951 with a small group 
of agricultural, health and mining technicians working with the new 
Government to establish a pattern of economic developme nt. Today, 


the ICA program is organized under Nepal-American cooperative 
service agreements through which United States technicians work 
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with Nepalese officials to formulate and put into effect joint programs 
in agriculture, health, small industries, transportation and communi- 
cations, power, and education. Technical cooperation and develop- 
ment assistance, made available to Nepal from the beginning of the 
program to June 30, 1957 is $10.3 million, including the fiscal year 
1957 program of $1.3 million of technical cooperation and $3.3 million 
of development assistance. In addition, an agreement for regional 
road development, to improve Nepalese communications with India, i is 
being negotiated and early signature is anticipated. An allotment of 
$5 million from the Asian economic development fund under the mu- 
tual security program has been made to permit obligations for this 
purpose. 

A major obstacle to development in Nepal is the lack of roads and 
communications. There are only 30 miles of road in the country; 
only one road, and this hardly more than a mountain trail, now con- 
nects Katmandu with India. An inadequate narrow-gage railway, 
which penetrates Nepal for 29 miles north of the Indian frontier, is 
in poor operating condition. A ropeway built to carry freight from 
this railway over the rugged mountains into Katmandu operates only 
sporadically. Transportation of goods is mainly over poor trails on 

the backs of porters. These conditions inhibit the growth of a feeling 

of national unity and effective government administration in outlying 
areas. Economic growth is stunted by the high cost of exports and 
imports and by the lack of facilities to —" agricultural prod- 
ucts from food surplus to food deficit area 

The Government of Nepal gives top i iority to transportation and 
communications on which it proposes to concentrate about one-third 
of its projected 5 year development plan expenditure. MSP-financed 
highway and railway experts working with the Nepalese Ministry of 
Public Works and the Public Works Cooperative Service, have for- 
mulated a plan to build several hundred miles of roads within the 
country which will connect with the highway and railway system of 
India and the port of Calcutta. Some of the surveys have been com- 
pleted and construction on some of the short links is already underway. 
Under the agreement now being negotiated and expected to be signed 
shortly between the Governments of Nepal, India, and the U nited 
States for this regional road system, for which ICA has allotted $5 
million from the Asian economic development fund for the Nepalese 
part of these roads, India and Nepal will also make contributions to 
the work on these roads. <A project, for modernization and possible 
expansion of the railway from India farther northward into Nepal is 
being studied. Development assistance funds have been allotted for 
the survey and initial construction work on a proposed new ropeway, 
to carry goods from the railway and a highway (at Amlekganj and 
Hlitaura) across the chasms to Katmandu. 

Another major problem is the lack of trained administrators and 
technicians. The University of Oregon, under an ICA-financed con- 
tract, is helping the Nep: alese Ministry of Education to improve train- 
ing of primary and secondary school teachers and to start new schools 
in the vill: ages, 

In many areas, endemic malaria is a basic obstacle to increased 
agricultural and industrial activity. MSP-financed projects assist in 
training health specialists and provide the supporting of technicians, 
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aprayer and diehldrin, for Nepal’s 5-year malaria eradication pro- 

ran. Along with projects to meet these major problems, United 
States- Nepal < cooperative services in agriculture and industry are dem- 
onstrating particular techniques and conducting pilot projects which 
will be paticularly important in the expanding economy which Nepal 
envisages. 

The Government of N vepal consistently supports the activities which 
are being assisted by the mutual security program. Expenditures by 
the Government of Nepal on the programs also receiving support 
totaled approximately $8.0 million from fiscal year 1954 to date; in 
addition about $2,500,000 was spent on development programs in 
other fields. 

Pakistan 

United States aid programs have been a major factor in averting 
economic collapse and in assisting the Government of Pakistan to 
move ahead with programs for economic development and the 
strengthening of its military forces. The special emergency food aid 
authorized by Congress in July 1953, under which the United States 
supplied more than 600,000 tons of wheat, prevented starvation in 
Pakistan. Similarly Public Law 480 programs have eased Pakistan’s 
difficulties over the shortage of food grains following various floods 
and droughts in later years. In addition, our economic aid programs 
have greatly encouraged Pakistan to pursue more effectively its goal 
of achieving economic adequacy. United States military and defense 
support aid has strengthened Pakistan’s armed services, the major 
single stabilizing force in the country, and encouraged Pakistan’ to 
participate in collective defense arrangements. 

From a rather small beginning with technical cooperation in fiscal 
year 1952, the ICA program has expanded to include large scale de- 
fense support and assistance to Pakistan’s economic development. 
From 1952 through June 30, 1956, a total of $244 million of defense 
support and development and technical assistance was made available 
to Pakistan. The defense support program included aid to particular 
projects and financed the import of essential capital goods and con- 
sumer goods to support the economy, the resale — which generated 
local currency. In 1956 $92.5 million was made available for defense 
support and in fiscal year 1957 $90 million is available. Through 
fiscal year 1956 a total of $21 million was obligated for technical co- 
operation: for the 2 years, fiscal year 1956 and fiscal year 1957, $14.8 
million additional was provided for technical cooperation programs. 

Most of defense support funds have been utilized for the import of 
commodities, including construction, mining and conveying equip- 
ment, engines and turbines, machine tools, industrial mac hinery, motor 
vehicles, agricultural equipment, iron and steel, nonferrous metals, 
rubber, chemicals, sugar, and wheat. 

Approximately $74 million (or 37 percent) of combined technical 
cooperation and defense support funds in fiscal year 1956 and fiscal 
year 1957 was obligated for project assistance. These included sup- 
port for agriculture such as extension work, irrigation systems, soil 
conservation, fisheries and forestry development; enginering services 
for industrial projects; improvements for highways, airlines and the 

‘ailways; health and sanitation projects; and education and commu- 
nity development. 
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Some of the more important individual projects are the following: 

Karnafuli multipurpose project, to help control floods, provide irri- 
gation and drainage, improve navigation, and provide power for East 
Pakistan; Taunsa Barrage, a diversion dam, across the Indus River to 
contro] irrigation water supply; a fertilizer factory, started in 1952, 
for essential fertilizer production for West Pakistan; an intercollege 
exchange project between 5 Pakistani and 6 American colleges (State 
College of Washington, Texas A. and M., Colorado A. and M., Uni- 
versity of Pennsylvania, New Mexico A. and M., and Indiana Univer- 
sity) in which ICA has cooperated since 1953. 

The expansion and apparent strength of local institutions which 
have blossomed under the leadership of village agricultural and in- 
dustrial development programs is impressive: Approxim: itely 6,400 

villages with a population of about 3,962,000 are now receiving assist- 
ance from village AID workers. Even in new areas the amount of 
community effort that can be organized almost immediately—effort to 
build roads, new schools, ete.—is a constant surprise. The village 
AID program has not yet evolved into its final form but it has gone 
far enough to show that self-help is a workable and fruitful approach 
in Pakistan. 

Through 1956 Pakistan and the United States shared about equally 
in supporting projects for which ICA extended mutual security sup- 
port: the United States contributed $110,100,000 and the Government 
of Pakistan $111,787,000 in rupees for a total cost of $221.9 million. 
Since this statement is limited to specific projects with which ICA has 
been associated, it understates the real level of Pakistan’s interest in 
and contribution to its own development. Total public investment in 
Pakistan from 1952 through 1955 approximates the equivalent of about 
$1 billion. 

It is these figures which must be considered as the measure of Pakis- 
tan’s effort to raise the whole economic level of the country, rather than 
the amounts of contributions assigned to the specific ventures which 
are best suited for American assistance in the form of project aid. 

Mr. Burns. The Near East-South Asian area extends for 6,000 
miles, from western Greece to eastern India, separating the Soviet bloc 
countries on the north from the oceans on the south. This area is of 
great strategic significance because of its population of 600 million 
people, its geogr aphic posit ion relative to the Soviet bloc, and its lar ge 
potential natural resources. Within this area are two-thirds of the 
world’s proven reserves of petroleum, vast iron ore deposits of India, 
and the manganese mines of India and the chrome mines of Turkey 
that supply a third of the total United States imports of those two 
strategic minerals. 

This is an area where poverty constitutes a major threat to political 
and social stability. The people and the governments of these coun- 
tries are struggling to speed up economic development and to achieve 
more satisfying conditions of life. The course they choose to reach 
those objectives, whether through a free choice vote or by totalitarian 
control, is vitally important to the free world. 

Under the Mutual Security Act, the United States has endeavored 
to help these countries to improve their defense and accelerate eco- 
nomic development. In fiscal year 1957, mutual security obligations 
for this Near East-South Asia area amounted to $804 million, a sum 
equivalent to about 10 percent of the total expenditures of these gov- 
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ernments of the ae East and South Asia countries from their own 
resources in that year. Our request for mutual security assistance for 
the Near East- South ‘Asia area for fiscal year 1958 tot: als $640 million, 
as follows: 


Million 
Military assistance ~....---~--~- aie sar edad coc cipes aaa eeu beageems aaaenGae tone eee $385 
petense sapeort. 2.62 CS ie ch ct Mice ch om aera Ss ee ait ot ied te Se een ad 170 
Technical cooperation _._.----~- Sebi ‘shi dedicates bas 48 
Special economic assistance ~-..__...-.------ tans adeagippebenn aebeqseuplgagy BOO 


Palestine refugee relief, $23.8 million, which represents a request for authority 
to carry over the unobligated balance of prior appropriations, rather than a 
request for new funds. 

The difference between $640 million requested in 1958 and the $804 
million obligated in 1957 reflects a difference in the concept of mutual 
security aid in the 2 years, technical differences between the concepts 
have been explained in this committee, and I will be prepared to 
answer questions about it if I can. 

The proposed defense support of $170 million in fiscal year 1958 
is for Greece, Turkey, Iran, and Pakistan, to enable them to support 
agreed-upon levels of defense without weakening their economic posi- 
tion. Without such support, they would have to curtail their defense 
efforts or face economic deterioration. These four countries, together 
with Iraq, are associated with the United States in collective security 
arrangements; namely, Greece and Turkey in NATO, Turkey, Iran, 
Iraq, and Pakistan in the Baghdad Pact, and Pakistan in SEATO. 
Their combined forces exceed 1 million men. 

The technical cooperation proposed in 1958 of $48 million is to con- 
tinue the types of activity that have been carried on since point 4 
began in 1950. 

There are now working in the Near East-South 2 countries 927 
American technicians on direct hire by ICA, plus 62) American ex- 
perts under ICA contract with private American eo and with 28 
American universities operating in that area. During this present 
year 1993 foreign students from this area have obtained advanced 
training abroad chiefly in the United States under ICA auspices. The 
skepticism that some countries felt in the early days of this program 
regarding the practical usefulness of American technicians in dealing 
with their own local prob lems has been succeeded by requests for 
more American technicians in agriculture, irrigation, industry, trans- 
port: ition, education, public health, and so forth. What the American 
experts are doing, in effect, is to help those countries get better re- 
sults from the expenditures of their own funds. 

The sum requested for Palestine refugee relief, $25.8 million for 
fiscal year 1958, re presents the carryover of prior appropriations to 
make possible the United States contribution to the United Nations 
Relief and Works Agency to enable it to care for over 900,000 Arab 
refugees from that part of Palestine that became Israel in 1948. Of 
this sum, $21.8 million is specifically programed to continue the United 
States contribution for relief and rehabilitation at approximately the 
same level as last year. The refugees are fed and cared for by UNRRA 
ata cost of less than $2.50 per person per month. Anything less than 
the present level of assistance could have very detrime ntal consequences 
to the United States and to the United Nations. 

The proposed development loan fund of $500 million in fiscal year 
1958 would be on a global basis and would not be programed in ad- 
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vance by particular countries. It would provide a continuing source 
of financing for countries that are able to formulate projects that meet 
the eligibility criteria for such loans; namely, technical feasibility of 
the project, capacity to contribute to the country’s economic growth, 
and unavails lability of alternative sources of finance. 

Such a fund would encourage a more orderly and more efficient use 
of funds for economic dev elopment than the present system of annual 
appropriations. 

To describe adequately the results of ICA aid would require many 
pages. What one may say, in summary, of the Near East-South Asia 
area is that: 

(1) Most of these countries are devoting an increasing part of their 
own resources to economic and social development. The U nited 
States contribution, although small in relation to what the countries 
are spending themselves from their own money, is nevertheless highly 
important because of its catalytic effect. 

(2) Production and per ‘apita consumption in most of these coun- 
tries is increasing. The increase, although not yet large enough to 

justify complacency, indicates that a tec hnical basis is “being estab- 
lished, now, for future expansion of output. 

Chairman Morean. Thank you, Mr. Burns. 


We will go now to Mr. Stuart H. Van Dyke, regional director for 


Africa and Europe, for the International Cooperation Administra- 
tion. 


STATEMENT OF STUART H. VAN DYKE, REGIONAL DIRECTOR, OF- 
FICE OF AFRICAN AND EUROPEAN OPERATIONS, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


Mr. Van Dyxe. Mr. Rountree has explained the basic political in- 
terests of the United States in being constructively associated with the 
efforts of the peoples of Africa to accelerate their economic growth. 
I would like to add a few comments on the broad economic implica- 
tions of United States interests vis-a-vis Africa, and then go on to ex- 
plain the ICA programs. 

Africa’s economic requirements: Africa’s material resources are 
largely uncharted, but they are believed to be tremendous. Gold, 
uranium, diamonds, copper, iron ore, and manganese are already being 
mined profitably. Rubber, coffee, cocoa, and tropical fruits are flow- 
ing into world markets. However, vast areas of the continent have 
not yet been mapped or surveyed; thousands of acres of potentially 
productive agricultural land are unused; mineral deposits already lo- 
cated await development ; water power is available but unharnessed ; 
the output of timber and tree crops is far below its potential. 

Although Africa has been called the cradle of tomorrow, its eco- 
nomic development will take time and patience. Most of its 200 
million people have not had the benefit of even the most rudimentary 
education. There are few skilled workers; managerial talent and tech- 
nical know-how are available in only a few urban areas; transporta- 
tion and communication facilities are scarce or totally absent. Africa 
is beginning to stir, however, and the need for accelerated economic 
development i is being widely recognized. 

While time and patience, a favorable world environment, vigorous 
self-help measures, and other conditions will be needed to achieve a 
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rate and type of economic development compatible with political sta- 
bility and the growth of democratic institutions in Africa, these will 
not be enough. In addition, a great expansion of investment will be 
indispensable. 

For some years to come, the internal sources of development capital 
will be relatively limited in most African countries. ‘This is inevitable 
in countries where income is in general barely sufficient to meet mini- 
mum consumption requirements. Thus, major reliance will have to be 
placed on external sources of capital. 

The United States role: This means that constructive United States 
association with African efforts to develop requires not only sympa- 
thetic encouragement and economic and technical advice, but also spe- 
cific action to help the African countries obtain investment resources. 
Foreign private investment, loans from international institutions, and 
loans or grants from individual governments each have a substantial 
role to play in supplying capital for African countries. No one type 
of resource will be adequate by itself. 

Compared to Africa’s total requirements for capital and services 
from abroad, ICA programs proposed for fiscal year 1958, though ex- 
panding, are quite small. As I have already suggested, mutual se- 
curity funds are 0 one of a number of possible ‘external sources of 

capital for Africa. We propose to use these funds sparingly—as a 

catalyst where c ronaibelens are suitable for the advancement of the wide 
range of interests that we share with the peoples of Africa, and only 
where alternative sources cannot be tapped. 

Proposed fiscal year 1958 program: Defense support, special assist- 
ance and technical cooperation programs proposed for Africa for fiscal 
vear 1958 total $49.2 million, apart from any contingency requirements 
that may develop. In addition, 1 requests by African countries for de- 
velopment fund loans are anticipated in fiscal year 1958, possibly up to 
$100 million for those requests of a type potentially eligible for loans. 
The actual amount of loans made in fiscal year 1958 will depend not 
only on the now uncertain volume and quality of request, but also on 
the total availability of funds and timing considerations. 

As you can see in the left hand chart on page 173 of your presen- 
tation book, these fiscal year 1958 estimates compare with total African 
programs of $13.3 million in fiscal year 1956 and an estimated $58.0 
million in fiscal year 1957, including defense support, development as- 
sistance, and technical cooperation. The apparent decline in pro- 
gramed requests between fiscal year 1957 and fiscal year 1958 is ac- 
counted for by the expectation that the development fund will play an 
important role in providing aid for development purposes, formerly 
provided through a combination of defense support and development 
assistance. 

We intend doing the following things in our proposed programs. 

(a) High priority will be given to a continuation and gradual ex- 
pansion of technicai cooperation programs that assist African efforts 
to relieve the general scarcity of technical and administrative skills. 
In so doing, we will concentrate as much as possible on activities that 
will have the most effect on economic productivity, and in areas where 
United States talents for making knowledge work for ordinary people 
are the greatest. These technical assistance activities are valuable 
their direct impact on output and living standards, and also for their 
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effect in increasing the’ possibilities of productive investment. You 
will note in the right hand chart on page 165 of your presentation 
book that technical cooperation programs for Africa are proposed at 
an $11.7 million level for fiscal year 1958, compared to $9.0 million in 
fiscal year 1957 and $7.8 million in fiscal year 1956. 

(b) We also propose to make development capital available on 
a loan basis for suitable projects. One object of our activities in 
this regard will be to encourage the maximum supply of capital from 
other sources. I will comment later on the types of activity we an- 
ticipate for development fund loans in Africa. Like technical : 
sistance, the provision of capital resources also provides a direct a 
an indirect stimulus to the growth of output and improved living stand- 
ards. The indirect stimulus results from the effects of investment in 
increasing the skills available in an economy. People learn primarily 
by doing, and new investment increases their scope for productive ac- 
tivities. Thus, pure technical assi tance can only carry the necessary 
economic earning processes So far, after which broade ned Op portuni- 
ties to ap ply the new knowledge are necessary if this knowledge is 
to take hold and be effective in increasing national output. Con 


sequen tly, technical as sistane e and the pro ee of deve lopment re- 
: ; ‘ 

sources need to be associated very closely to max! imize the effectiveness 
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. . : . . : - ' t 
designed to promote this coordination. 
(c) In addition, we propose to provide a small amount of capital 


for economic development ]} purpose 3 Oh a grant basis. out of special 
assistance funds. The ani vu] ts are shown in the right hand chart 


on page 165 of your presenta ion books, and in the table on the 
following page. Special assistance orants are presently planned 
for Tunisia and Somalia, in cases in which the United States interest 
in assisting development i great, but the prospects are poor for ge1 
onelang the means of repayment. 

(d) In Morocco, L, ag and 1D thiopia, de fense support programs 
are proposed to help secure economic and political conditions com- 
patible with effective United States use of import: unt defense facilities 
in these countries. This purpose will require the use of the defense 
support funds tO ASSISI these countries In n eeting the econ mic eer 
lems that press on them from all sides. The amounts scaneelt 4 
also shown on pages 165 and 166 of your presentation books. 

About three-fourths of the defense support recommended for Africa 
for fiscal year 1958 would finance general commodity imports, of which 
about one-third are estimated as sales of surplus agricultural com- 
modities under section 402 of the Mutual Security Act. Local currency 
proceeds of sales of these commodities would be programed to assist 
development acetivitie i the three countries The rent nl One 
fourth would finance import requirements for equipment hd sup- 
plies for development projects. 

The proposed ICA activities in Africa include the provision of 
assistance to host governments in pl: anning effective means of stimulat- 
ing their countries’ growth, and in applying that planning to the 
formulation of Government policy and operations. This activity 
includes advice on the gathering of better information on Africa's 
economic resources. Such advisory service requires continuous, patient 
collaboration with individual Africans by ICA staffs on the ground. 
I mention this to bring out the fact that, in addition to the adminis- 
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tration of aid funds, a very important and time-consuming part of the 
job of ICA staffs is to provide this type of consultation, and to main- 
tain relationships with host country nations that encourage the latter 
to seek information and advice on economic development problems. 

For example, we might advise host governments on ways and 
means of encouraging money savings by individuals. We might 
suggest institutional changes favorable to the development of private 
business enterprise, such as the establishment of adequate facilities 
to provide business credits and the removal of legal or other impedi- 


ments to the conduct of private busing s. We might provide similar 
ulvice on the establishment of conditions anew to induce private 
foreign investment to enter African countries: « pr out prospec 


tive areas for advant: ageous foreign investment and, as ap propriate 
and feasible, assist in bringing together interested sation When 
requested to do so, we would provide information on the various 
components of Government i inanelal policy. 

This might include taxation and budget measures designed to en- 
courage economic development while at the same time providing 
maxinuun incentives to private enterprise; or banking and credit 
policies to encourage the development of free enterprise while main 
inining the prerequisite stability in prices. It might also include 


— ] , } . ] aa. . * ££ —_— . 
foreign exchahge and trade policies to permit toreign commerce to 


make he fullest contribution to sound economic de velopment, and 
to increase the availability of fore jon exchange to finance dev lop 
ment, In prov ding uch information, ICA Ot ‘ourse coordinates 
with anc is assisted by the other United States Government offices 


with interests in foreign economic policy. 

Need foi continuing AUTLLOLIZ clea: ‘To re turh to defense support 
ald for a moment, I woul ld like to comment on a prob lem created 
by the lack of continuing authorization for such aid. Effective defense 
planning and economic planning both require a reasonably firm 
continuity ol expectation as to the availa bility of at least some mini 
mum amount on resources for progr: aming over a number of years 


ahead. The absence of continuing legislative authority for defense 
support programs tends to raise doubts as to whether any such con 
tinuity of expectation is oe As a result, the ability of host 
country governments and os » plan jointly the effective use of 
[nited States aid so as to maximize the attainment of joint objectives 
is hanipered., if the (‘o Migress inte ea to recognize defense support as 


a continuing element of the United States military program by author- 
izing appropriations for _ purpose as a part of the defense depart 
ment appropriation bill, would make this purpose clearer to our 
allies abroad and facilitate effective programing of defense support 
funds to proy ide a continuing a ithorization for this type of aid, just 
as there is a continuing authorization for other United States defense 
appropriations 

Development fund: I will not attempt to review the explanatory 
material on the individual country programs that is in the presenta 
tion books, although I am of course at your service for any questions. 
However, because of the newness and importance of the proposed 
development fund, it seems worthwhile to add some comments about 
its possible application in Africa. 
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The data pertinent to a quantitative estimate of Africa’s require- 
ment for foreign capital are scarce, and what are available are largely 
inadequate. Thus experience will have to be our best guide in esti- 
mating potential demands on the development fund. However, our 
very rough estimates of African requirements for development loans 
ofa type likely to be eligible for development fund financing suggest 
total requirements of possibly up to $100 million in fiscal year 1958, 
and possibly growing to 100 to 200 million dollars per year in 2 or 3 
years thereafter. 

The major types of projects that the fund would be likely to finance 
in Africa in the next few years would be those providing basic trans- 
portation, communications and power facilities needed to expand the 
market economy and connect isolated markets. Such projects would 
multiply the opportunities for private economic activity and invest- 
ment by local and foreign sources. In most of Africa, economic growth 
and private investment is at present inhibited by the lack of adequate 
roads, railroads, ports, and communication facilities to connect pro- 
ducers to markets. Proposals exist for projects to improve these basic 
facilities in all of the African countries, and some projects are already 
underway. However, more rapid progress is needed if adequate eco- 
nomic growth is to be achieved. The availability of financing par- 
ticularly for some of the foreign exchange costs, will be a crucial 
factor in determining the rate of advance. 

Africa has vast untapped potential for hydroelectric power that is 
only beginning to be explored and developed. This type of develop- 
ment ordinarily will involve a complex of interrelated activities such 
as provision for better use of water supplies in agriculture, manufac- 
turing or processing development based on the new power and on 
local mining or agricultural production, and the development of as- 
sociated service industries. 

This is also an investment area in which foreign public loan funds 
and technical assistance are needed. Development fund loans may 
have a very productive role to play in some such projects in associa- 
tion with local financing and possibly with Export-Import Bank, 
IBRD or other foreign private or public financing. 

As basic facilities are developed, we can expect applications to the 
development fund for loans to expand various types of commodity 
production, other than the extractive industries for which adequate 
private capital is generally available. It will be very important to 
develop production of consumer goods—or of commodities that can 
be exported in exchange for consumer goods—simultaneously with the 
development of the basic industrial facilities, in order to absorb the 
inflationary and balance of payments pressures generated by the basic 
investment expenditures. <A failure in this regard would not only 
have unhealthy economic effects, but it would tend to create political 
unrest and to force resort to unpalatable economic and political con- 
trols to contain the pressures. Thus, we shall need to give priority 
attention to the encouragement of production of finished goods, par- 
ticularly where expansion in this area appears to be lagging. 

We may loan directly to producers, where this appears feasible, or 
loan development fund resources for the establishment of industrial, 
agricultural, and commercial loan funds in the various African coun- 
tries. The latter technique of financing local development banks or 
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funds will probably prove administratively and politically more ef- 
fective than direct loans, particularly to encourage small- and medium- 
size enterprise by individual Africans, and we are currently exploring 
the possibilities of such local funds in Africa 

Another potentially productive area for public loans, and one that 
African countries are very interested in, is the provision of capital 
to expand selected educational facilities so as to spread the skills and 
techniques that have been demonstrated through technical coopera- 
tion, We may expect a substantial number of loan applications in 
this area, 

While we are aware of specific projects of the foregoing types that 
are underway or contemplated in the various African countries, and 
while we expect that applications will be made for development fund 
loans for some of these projects if this fund is available, we do not want 
to tell Africans what projects to undertake, or even to appear to be 
doing this. Rather, we wish to remain flexible and uncommitted, but 
ready to lend appropriate financial assistance and technical advice on 
projects that the African countries want, where our resources permit 
and the activity in question would advance our mutual interests. 
We would not wish to earmark at this time specific sums for specific 
projects, prior toa full review of each proposal. By presenting illus- 
trative annual country programs, we run the danger of encouraging 
forelen countries to concentrate their energies on negotiating the best 
possible country aid levels for each year. We would prefer to en- 
courage those seeking United States assistance to concentrate on 
developing eood projects, programs, ancl policies. 

Conclusion: Africa holds great promise as an ally of the West. 
For many vears it will be afilicted with growing pains. It is essential 
to the future peace of the world, however, that its erowth be steady, 
orderly, and in keeping with democratic ideas and institutions. The 
proposed mutual security programs are designed to further this result. 

Summarizing, Mr. Chairman, the undeveloped wealth of Africa is 


of considerable interest both to the United States and Europe. Africa 
has become a major source of raw materials for our industrial economy, 
and as our industrial requirements expand, Africa’s importance will 


become even greater. This wealth is in and on the soil in the form 
of minerals, waterpower, agricultural production, and so on. To 
develop that wealth, however, it is necessary that a trained labor force 
he available and that transportation and communication facilities be 
developed. - ; 

While Africa is already a source of raw materials for this country 
and Western Europe, in the long run it will probably become a major 
outlet for our own industrial production and for our capital. 

Secondly, Africa is going through tremendous changes. During 
this decade. half a dozen new nations are being created on the con- 
tinent. This is something almost without historical precedent, except 
perhaps as the aftermath of a major war. Racial tensions are every- 
where in evidence. The tribal system of oreanization and social 
control is breaking down and new social institutions are beine created 
in almost every country. The cities of Africa are proving to be 
irresistiblv attractive to the Africans, and their movements toward 
the urban centers are creating serious economic and social problems. 
These developments are, ot COUTSe, desirable in the lone ruil, but 
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the short run they do create instability. It is very important to the 
interests of the United States that this instability not result in political 
or economic extremes. 

With these factors in mind, we propose to continue in 1958 a mutual 
security program designed to provide both technical and economic 
assistance to the independent areas of central and northern Africa, 
and to continue contact with the dependent areas which give promise 
of achieving independence within the next few years. 

If you want to take an overall look at the African program, it is 
on page 163 of the book before you, entitled “Near East, South Asia, 
and Africa.” 

You will see in that book there are 6 independent countries listed 
for aid, of which 3 are less than 2 years old; Libya is scarcely more than 
5 years old; Somalia is scheduled to be independent in 1960, and the 
Africans of Nigeria are discussing now with the United Kingdom 
possible independence within a short time. 

In Ethiopia, Liberia, and Libya, the United States has had several 
years of experience with these programs. Progress has been slow, 
but the presence of United States technicians has been welcomed. T he 
results of their activities have begun to become apparent. They have 
worked quietly and effectively, sometimes under most difficult condi- 
tions, and they have won the full cooperation and respect of the 
Africans. 

The mutual security program in Africa has been confined to a small 
part of the continent and hi as involved only a fraction of the total funds 
which have been appropriated for mutual security purposes. As these 
new countries emerge and as the pace of development on the continent 
quickens, there will be new op pctcenities for effective United States 
support and assistance. 

Although the past few years have shown tremendous changes in 
Africa, I expect that the next 10 vears will be even more significant. 
This program is designed to capitalize on the evolutionary process 
that is taking place in the interests of our own peace and security. 

Thank you, Mr. Chairman. 

Chairman Morgan. Our next witness is Adm. C. K. Bergin. 

Do you have a prepared statement ? 

Admiral Brrarn. I do have a prepared statement, and if I may use 
charts to informally present what we propose—- 

Chairman Morean. The committee will insert your prepared state- 
ment in the record. You go right ahead with vour chart explanation. 
I think we will follow the usual procedure on the charts, and members 
may ask questions on the charts. 

Admiral Beratn. Thank you. 


STATEMENT OF ADM. CHARLES K. BERGIN, USN, DIRECTOR, NEAR 
EAST, SOUTH ASIA, AND AFRICA REGION, OFFICE OF THE ASSIST- 
ANT SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 


AFFAIRS 


Admiral Berotn. Mr. Chairman and members of the committee, 
this committee, in its consideration of the Middle East resolution, had 
a very good opportunity in recent months to examine the very serious 
problems which confront us in that area. I should like today to 
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review with you why our programs of military assistance are needed 
in the countries of the Near East, South Asia, and Africa, what they 
have accomplished there, and what we are proposing for the military 
assistance program in fiscal year 1958. 

The strategic importance of this entire area is well known to all of 
you. Being the major source of oil to Western Europe in peacetime, 
it would become v irtually indispensable in time of war. In this area 
are located some of the most important forward sea and air bases of 
the United States. Moreover, domination of the Middle East or any 
substantial part of it by the Soviet Union would give the Communists 
control of strategic sites, seaways, and warm-water ports that are so 
important to the accomplishment of their ultimate goals. 

The Communists, fully cognizant of these same factors which make 
the Middle East a prize diligently to be sought, have redoubled their 
efforts to exert a dominating influence throughout the area. In doing 
so they have seriously aggravated the difficult tensions that have existed 
within and among the countries of the Middle East for many years. 
The response of the United States to this ever-increasing threat to the 
security and independence of this important area, as Admiral Radford 
has pointed out, must be threefold. We must help the nations of the 
Middle East to remain independent of Soviet domination. We must 
do everything within our power to see that the resources, strategic 
sites, and transportation lanes of the area remain available to the free 
world. And, finally, we must see that all of these same strategic as- 
sets are kept from falling within the orbit of Soviet control. It is 
with these objectives in mind that the military assistance program 
has been, and continues to be, developed and carried out. 

The defensive capabilities of the nations in the Near East, South 
Asia, and Africa in which we carry on programs of military assistance 
have improved measurably asa result of our aid. The forces which we 
have helped Greece and Turkey develop make a vital contribution to 
the security of NATO’s right flank. The strength of these forces is 
constantly growing, but continued assistance will be necessary if they 
are to be brought up to and subsequently maintained at NATO 
standards. 

Our programs of military assistance to Iran and Iraq have resulted 
in a significant strengthening of the internal security and defensive 
potential of these countries. Pakistan, which constitutes the left 
anchor of the Southeast Asia Treaty Organization, has, through its 
own efforts and our assistance, developed a considerable and valuable 
force for use in the defense of the area. Our timely but small amount 
of military assistance to Libya has served to strengthen that country’s 
resistance to pressures of international communism by providing her 
tangible evidence of western support. Ethiopia, which contributed 
an effective fighting unit to the United Nations forces in Korea, has 
been able, with our help, to strengthen its internal security. In all of 
these countries the significant contribution which military assistance 
makes to their internal security and increased defense posture has the 
important added effect of furthering political stability and thereby 
creating the kind of conditions under which economic development 
ean go forward. 

The nations in the Middle East which we are assisting are now 
maintaining more than 1 million men under arms. For the support 
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of these forces they aré contributing, in their collective annual mili- 
tary budgets, more than $2 for each $1 worth of American military 
aid to them. This is a striking effort on their part when one con- 
siders the relatively low level of the development of their economies, 
In the process of building up the military effectiveness of their forces, 
the stability of their governments and the confidence of the people 
in their leaders have been notably strengthened. These nations are 
stanch, dependable and helpful allies, and they are firmly opposed 
to the philosophy and actions of international communism. 

An important element of the free world defense effort, entirely 
within this area, is the 2-year-old Baghdad Pact signed by Turkey, 
Iran, Iraq, Pakistan, and the United Kingdom. Bridging am gap 
between the right flank of N A'TO and the left flank of SE ATO, “the 
pact completes the free nations’ strate gic defense per imeter. It is de- 
signed to prov ide a coordinated approach to the member n: itions’ mill 
tary, economic, and political problems. While the United States is 
not a member of the pact, it strongly supports the work of the organi 
zation and the defense efforts of all of its members. Although the 
actual military strength of the Baghdad Pact is not yet fully realized, 
it serves as a significant deterrent to military aggression in this 
troubled area. Milit: vil) speakii io’, the deterrent effect lies in the 
reallz: ition by a potenti: l ns 4 — it he would have to cope with 
the coordinated military effort of all of its members instead of being 
able to pick off one country at a time. 

In fiscal year 1958 we are proposing to continue our programs of 
military assistance to Greece, Turkey, lraq. [ran,. Pakistan, ethiopia, 
and Libya. For the entire area these amount to a total of $390.4 
million. Over 80 percent of this amount will go to Greece, Turkey 
and Pakistan. Of the total program for the area, approximately 
$162.5 million will be devoted to the hnaimmtenance of the militar, 
strength that has already been achieved. The remaining 8228.1 mil 
lion VV il] he spent tO Improve the effectiveness ot these forces. We ure 
asking that these funds be authorized on a continuing basis and that 
the appropriations be available until expended. In addition to per 
mitting us to bri Ing “org oper tions more in phi ise with other activities 
of the Department of Defense, such a change would recognize, in a 
way that is im port int to both the American people and the nations 
of the Middle East, that our mutual-defense assistance programs are 
an essential and well-established part of our long-range defense 
planning. 

In view of the inroads which world communism is attempting to 
make all through the Middle Kast, these programs of military asst 
ance to the nations of that area are a vital part of our worldwide 


defense effort. We believe that they are soundly conceived and 
austere: we are convinced of their necessity in meeting the threat that 
faces the entire tree world. 

Our area of interest is essentia 
Rountree and Burns, althou r}) OUP pProgralis do not encompass as 
many countries. These are 
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Admiral Beran. The area in blue is the Baghdad Pact area of 
Tran, Traq, Turkey, and Pakistan. The light blue is the areas outside 
of the Baghdad Pact which are Greece, Libya, Ethiopia, and Liberia, 
where last year we had a small program under Presidential determi- 
hation. 
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The green area represents the principal military sales area and 
it is indicated as Saudi Arabia, Lebanon [security deletion ]. 
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Chairman Morean. In what year were those military sales on the 
other chart / 

Admiral Brrern. This is the program we have in effect now. 

Chairman Morcan. Thank you. 

Admiral Brererx. This represents the program as it started and the 
forces in being. 

Our program through the year 1956 has changed the posture of the 
area. The ground forces have increased 12 percent [security deletion], 
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aircraft [security deletion] 20 percent, and the Navy has been 
increased [security deletion] 139 percent in the area. 

Mrs. Kentiy. Could you state to which countries we have given 
military aid that has brought this percentage up, outside of Greece 
and Turkey ? 

Admiral Brrcin. We have it in the book. It is specifically the 
countries I have indicated in the chart. 

Mrs. Ketry. I still don’t want to have to look in the book. 

Admiral Brretn. I would be delighted to tell you. Principally, 
Turkey, Greece, and Pakistan have been the larger partic ipants in the 
program. Iran and Iraq have, to a smaller extent, been recipients. 

Mrs. Keury. I am spe: aking particularly of the Near East. To 
whom there have we given military aid? Lebanon? 

Admiral Berein. Lebanon has not been a grant aid program, prior 
to this year. 

Mrs. Ketriy. But is going to be? 

Admiral Bercin. We are not sure of that. 

Mrs. Ketxiy. I am trying to find out what countries right here, 
outside the Baghdad Pact nations and Iran, have we given military aid 
in the past. 

Admiral Brrery. Lebanon has received some under the Richards 
mission and a small amount earlier in the year. 

Mrs. Ketniy. This vear ? 

Admiral Breretn. Yes. None previously. 

Mrs. Keitiy. None previously ? 

Admiral Brrery. No. They purchased a small amount, but re- 
ceived no grant aid previously. 

| Security deletion. | 

Chairman Morcan. What countries come under the program this 
year besides Iran, Iraq, and Saudi Arabia? Are there any more? 

[Security deletion. | 

Mrs. Boron. Who gets the ships? 

Admiral Breratn. The ships have principally gone to Turkey, Paki- 
stan and Greece. 

Security deletion. | 

Mr. Farpsstrern. Saudi Arabia—— 

Admiral Breretn. Saudi Arabia is not in the program except under 
a quid pro quo and training program that was negotiated for the 
Dahran airfield. Saudi Arabia is not a grant aid recipient under 
the Mutual Security Act, except under the provisions of a Presidential 
determination (see. 401). 

Mrs. Ketiy. The map to which I was referring, would you go back 
to it, sir? 

Admiral Beratn. Yes, indeed. It says: Growth of forces—partici- 
pating countries. 

Mrs. Ketiy. If we sell them materiel, we consider that an increase 
in forces ? 

Admiral Breretn. We have not. That has not included the Leba- 
non equipment. 

Mrs. Keniry. Does that include aid that we sell to them ? 

Admiral Beratn. Yes, it does include the aid that we sell, as well as 
our grant aid. 

Mrs. Kenny. This chart? 

Admiral Beretn. This chart. 
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Chairman Gorvon. Admiral, may I ask you a question as to the air- 
craft and combat ships? 

Admiral Beran. Yes, sir. 

Chairman Gorpon. Is that mostly American / 

\dmiral Brerery. Yes, sir; if I may amplify this a little bit: The 
change in posture is not associated or principally directed to the 
change in numbers. We have changed their organization and have 
better equipped them by organization and training, and we have in- 
creased their morale and their combat readiness. The aircraft have 
been a transition from older types to newer types progressively, and 
include a replacement program as well. 

Chairman Gorpon. Then orginally they were manufactured in our 
country ¢ 

Admiral Brrern. Yes, sir, in the main part. 

The ships, I am afraid, give a wrong oe We are not 
making a maritime power out of the Middle East. Actually, of the 
[security deletion] ships, [security deletion | a good portion of them 
are in the boat class, as we would describe ie here, and the major- 
ity of the others are in the classification of escort vessels. I think 
this chart was made up for me as an admiral rather than for anyone 
else. 

Mr. Aparr. Admiral, would you say the combat readiness of these 
torces has increased comparab ly with the size? 

Admiral Brretn. The size is not indicative of the measurement of 
the area. The whole of the forces have been brought up to a high 
level of readiness. We hope it will be brought up on a larger scale 
as the program develops. I can assure you they are a strong group 
of allies in the area. I have just come from the area and I have 
seen some of them. 

Mr. Apvatr. They are pretty much ready for combat if an emergency 
arises ? 

Admiral Brerain. Yes, s 

Mr. Apatr. Is that true of all three ees there ? You pointed 
out that the naval forces are very small, but I refer to ground forces 
and aircraft particularly. 

Admiral Brretn. Yes, sir. This is not a strong navi al force. It is 
just a percentage basis, as you can see, sir. 

Mr. Aparr. But their aircraft and ground forces 

Admiral Breretx. They are doing very well. They are very com 
petent, sir. 

Mr. Apatr. Would you give us the total figure again of ground 
forces, numerically ? 

Admiral Berern. As of the present time it is [security deletion]. 
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Mr. Apatr. That figure includes Greece, Turkey, Iran, Iraq, and 
Pakistan? Isthat all? 

Admiral Beretn. And Ethiopia. It does not include but would not 
be affected by, Libya. 

[Security deletion. ] 

Mr. Apair. The principal forces are in the countries that I men- 
tioned ¢ 

Admiral Berar. Yes, sir. 

Mr. Apatr. From your own knowledge you feel they are in a rela- 
tively high state of combat readiness ? 

Admiral Brraty. They are in a much improved state, and I would 
say are a highly trained and ready foree, sir. 

[Security deletion. | 

Mr. Farssrern. That is enough. 

Mrs. Kewuy. ewe »y and Greece are now being included in the Near 
Kast and Middle East; is that correct 4 

Mrs. Bouron. 'T ie ‘always have been. 

Mrs. Ketiy. They were also included, as far as I am concerned, in 
Murope and 

Admiral Beratn. They are in the NATO countries. 

Mrs. Ketiy. They are in both. That is what I was trying to get at. 
You have the troops included in this group. Is that in the Baghdad 
Pact ¢ 

Admiral Berern. Yes. 

Mrs. Ketiy. Have you made any reference to the Balkan Pact ? 

Admiral Breretn. No, I have made no reference to it. nor are we 
involved in it. Ihave heard it mentioned recently. 

Mr. Rountree could probably discuss any implications that we might 
have inthat. I would defer to him on that. 

Mr. Rounrrer. We are not involved in the so-called Balkan Pact, 
which includes Greece, Turkey, and Yugoslavia. 

Mr. Apair. Since that question has been brought, Mr. Rountree, is 
that still considered, however, to be an active and important organiza- 
tion inthat part of the world ¢ 

Mr. Rounrree. I think it is quite clear, sir, that the recent difficulty 
as between Greece and Turkey arising lias the question of Cyprus 
has had an effect on the status of the Balkan Pact. [Security deletion. ] 

Chairman Morgan. Go right ahead with your charts, Admiral. 

Admiral Brrcixn. Why do we give so much and they so little for 
their own defense is a question often asked. In this particular area, in 
the 1957 fiscal vear program, these countries we re giving S869 million 
to their common defense, broken down as this chart indicates here. 
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Admiral Breretn. Another way of explaining the size is that for 
each American dollar applied to the area, the local countries applied, 
on the average, $2.30. 

Mr. Vorys. Isthat chart going to be cleared ? 

Admiral Brerern. This chart is not classified. The only thing clas- 
sified is the little reminder notes on here, which can be removed. 

Chairman Morean. These charts can be inserted in our record, then ? 

Admiral Beran. Yes, sir. 

Mr. Corrin. The comparable figure in the NATO area ts what? 
When we spend certain moneys, how much do they spend? There was 
some figure offered the other day on that. 
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Colonel Crirz. I think it is $6.35. May I insert that later? 
Chairman Morean. Very well, sir. 
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Admiral Brrern. Again, we show the changing picture of mili- 
tary assistance. In 1950 the area indicated here as the Near East re: 
ceived 16 percent of the total military aid program. In 1957 that has 
been increased to 27 percent. 

Again, to be more explicit as to the figures that Mr. Sprague ad- 
dressed himself to the other day before this committee, the cost of main- 
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taining an American soldier in the United States, or better, an Ameri- 
‘an serviceman, since this is the average of the three services, is $3,511, 
as compared to indigenous troops of the area, in their own area, on 
the basis solely of pay, food, clothing, housing, annually. 


CHART V 
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Admiral Breraix. As Mr. Vorys brought up the other day—and 
again. if LT may, L will include the figure of $6,600 as an average cost 
of the American soldier, worldwide, and not on the basis that we 
have it here. That includes fringe benefits, retirement, and so forth. 

Mr. Vorys. But nothing for his arms: he is unarmed, and costs 
26,600 a vear. 
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Mr. O'Hara. In talking to my constituents, which figure should I 
use ¢ 

Mr. Vorys. Luse that one. 

Admiral Brercin. That is the cost of the American soldier, on the 
average, around the world. 

his figure of $3,511 is for direct comparison to having an in- 
digenous soldier in his own country. 

Mr. O'Hara. You can see our confusion. 

Mr. Vorys. Could I interrupt to show you how silly this comparison 
is: The soldier sitting in the United States, at $3,511 a year, isn’t 
worth a thing in the Near East. He isn’t worth anything until he gets 
out there, and you have all the expenses of having him out there and 
keeping him there. So the way to compare it, if you want to have a 
comparison with whether we want American forces defending our 
bases in this area, is $6,600 a year for one of our fellows, and the 
amount we contribute for a Turkish soldier. 

Mr. O'Hara. How do we arrive at your figure, $6,600 ¢ 

Mr. Vorys. You add in the tran oe and his pensions and all 
the rest—all the other things th: American soldier costs in addi- 
tion to pay, food, clothing, and saaidiea 

Admiral Brerain. Chaplain’s fees, recreation, medical support, op- 
eration of post exchanges, and all sorts of things. 

Colonel Crrrz. The NATO figure requested is $6.35. 

Mrs. Ketiy. Could we have a complete chart of that for the record, 
how much it costs for every country we contribute to and then our 
rice, the same as this chart 4 

Ac [mains il Beratn. It is the intention of the Department of Defense 
to mention each in turn by region. I happen to be the first region. 
Eventually you will have them all. 

( hairm in MorGan, Will we have a complete chart on that? 

Admiral Beran. Yes. 

(The information referred to appears on p. 852.) 

Mr. Kot NTAIN. The purpos e of thi: if comparison is to show what 
would cost us if we maintained our troops in those areas / 

Admiral Breraix. Yes, ves, it would, but after all, you would have to 
add transportation charges to this 


Mr. Founrary. Suppose we didn’t furnish those funds. Is it the 


feeling of you people—the military that we would have to keep 
troops in all of those areas / 

Security deletion. | 

Mr. Kot NTAIN. Such a comparison it seems to me serves ho pul pose 
except where we would be called upon to maintain troops. 

Admiral Beret. In each of these countries without the armed 
forces internal security woul 1 certain ily not be a tive, and as long’ 


as thev are there to assist in alinement with the West, which is om 
objective, sir. 
Mr. Vorys. We have ground forces, about one million. Those we 


furnish grant aid to, have 4,800,000, Now just multiply 4,800,000 by 

86,600, and you have what it would cost to have Americans out there 

without any weapons. On the other hand, the other alternative was 

discussed at length yesterday by Admiral Radford; that is, bring our 

boys home and skip : all of this. He discussed that at leneth vesterday. 
| Secur ity deletion. | 
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Mr. Apair. There would be another point, Mr. Vorys: Even though 
we wanted to protect those areas with American troops we might not 
feel that we would be required to replace, man for man. 

Mr. Vorys. That istrue. 

Mr. Farestein. Why do we need our men in Turkey ¢ 

Admiral Berry. We havea training program in Turkey. 

Mr. Farssrern. To train the Turkish soldier in our methods? 

Admiral Berein. Yes, our methods and equipment 

| Security deletion. ] 

Mr. Rountree. If I may interrupt, I would like to make this ob- 
servation. This cost comparison, as I see it, is to demonstrate the total] 
free world security that can be obtained for a given amount of money. 
If the free world as a whole relies solely on American forces it would 
cost so much money to maintain those forces, whereas the free world 
as a whole can acquire a certain degree of security at a much reduced 
cost. by supporting the mz uinte nance of a reasonable defense force 
among our friends and allies in such countries as those indicated here. 

Admiral Breretn. This was brought out by Mr. Sprague, on a world- 
wide basis. I am merely bringing out the local picture. 

Mr. Rountree. I don't think there should be any implication that 
in the absence of a given number of Turkish soldiers, there would be 
an equal number of American soldiers in Turkey. I don’t think that is 
the purpose of this demonstration. 

Mr. Fountatn. I wanted to be sure about that. 

Mr. Aparr. I have one further question: If you know, Admiral, 
why is there so great a discrepancy within that territory, itself? 
Why does it cost six times as much to keep Iraqi soldiers as it does a 
Turkish soldier? Would you have any notion as to that 

Admiral Breretn. Well, I can only say their quarters, housing and 
pay area little better. Certainly the Turkish pay is not great, the ac- 
commodations are rugged. 

We have in Pakistan a difference that adds uwp—it is essentially a 
volunteer army and they have a career, whereas in Turkey we do not 
have such a career group. 

Mr. Apvatr. We have been in Pakistan and Iraq and have been im- 
pressed with their soldiers. They have a sincere military establish- 
ment and when I see Turkey so far below even Pakistan, I am a little 
surprised. 

Admiral Brerctn. Those are the facts as we have them, sir—on 
the bas 8 I must say, of pay, food, clothing and housing. 

Mr. Aparr. If the arms were added to that it would tend to equalize ? 

Admiral Brrcrn. Well, it would be a little different. 

Mr. Farsstern. During World War II we brought some foreign 
troops to this country for training. “ie 

Admiral Breretrn. We still do, sir. Not as troops, sir, but as indi- 
viduals, sir. 
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Mr. Farsstern. Who paid for that, we or the country who sent us 
their men to be trained / 

Admiral Brrern. I don’t know exactly what happened in World 
War II for the record but I do know that we have under the military 
aid program arrangements to bring under the funding of the military 
aid, certain members for training. 

Mr. Farssrern. If we brought or they sent men to this country for 
training, if they paid for it—after all, we were giving our services— 
couldn’t Turkey send those of its men they wanted trained in our 
methods, here, and have them pay for everything except the actual 
cost of training of these men instead of our sending men and forces to 
Turkey to train them there ? 

Admiral Breretxn. We are doing both, sir, of necessity, sir. They are 
sending from Turkey, certain members . our schools, but not in suf- 
ficient numbers to fill our requirements in the area, sir. 

Mr. Farsstrern. Is it the considered opinion of the Department of 
Defense that it is necessary for us to maintain a force in these various 
countries to train them right on the ground / 

Admiral Brerarn. I think it is. 

Mr. Farssrern. Or can’t we get those people here, we train them 
here and then let them go back and train their own people in their 
own country without our having any forces there that we have to pay 
for ¢ 

Admiral Brrarn. We do both, sir. We feel it isn’t necessary to 
maintain some in some countries. We have United States groups in 
the countries not only for effective training but to see that our arms 
are going to the proper use, sir. 

Mr. Funton. I have visited some of the military assistance groups 
and what they do is, advise the local forces in the field and talk to the 
ones that are specifically trained. Then they watch to see that our 
United States aid equipment is well used and keep a followup on our 
military forces as well, so our military assistance groups have not just 
the function of training, but many other functions vital to our own 
United States security right on the spot. 

Mrs. Ketzty. The Subcommittee on E urope visited Turkey in 1955, 
and that is one country we found that we can depend on in that area. 
We visited the bases there, too, and the soldiers and the air force was 
excellent. The one thing that was bad was the communication service. 

Mr. Farssrern. I have heard that the Turkish Army is one of the 
best in the entire area and probably as good as any in the world. In 
view of that fact, of course, the question arose in my mind why it is 
so necessary to have forces there for purposes of training. That was 
the only thought. 

[Security deletion. ] 





822 MUTUAL SECURITY ACT OF 1957 


dddié 
Wyyyyyys 









SMALL ARMS ARTILLERY 


pinaeanas? 
| fa 
= 4444185 
Nd 





Admi I’ al Bere IN. We PANS illus ure ited some of the impact items ol 


the program through 1950-57, and list them as aire raft, major ships, 


aia. | Security de ee 





MUTUAL SECURITY ACT OF 1957 823 


AMMO 


SMALL ARMS ARTILLERY 








= Vv) 

S = 
2 
pon 
cx 
of 
ai 
= 
c 

5 | é 
ia oO 
e ce 
Fe << 
4 





- 
= 


Admiral Brrery. Against this programing, we have delivered, as 
stated on the date of June 30 of this year, an average of something 
a little less than 80 percent and the rest is in the pipeline. 
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Admiral Brrern. To this program we propose an addition in the 
amount of $390 million in round numbers which would add 1 percent 
to the aire radi, 12 percent to the ships in the area, 33 percent tanks, 
and 20 percent increase in ammunition, 22 pe reent. in artillery, and 
24 percent in trucks, for the mobility of their armies. 

We feel that this is indeed a sound program, a necessity for the 
area, and an austere one. 

Mr. Vorys. Did ees say $390 million ? 

Admiral Berrer. $390 million for the total area, sir. 

Chairman sine What was the total amount last year, $600 
million ? 
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Admiral Beratn. Last year it was $352 million, sir. 
| Security deletion. | 

Mr. Vorys. What book is that ¢ 

Admiral Beretn. The South Asia part of it, sir. 
Colonel Crrrz. It is page 9, Mr. Vorys. 
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Admiral Berewx. Our accomplishments expressed in terms of money 
value, over 1950-57, we have programed $2,408 million and have 
expended just a little under 80 percent, as I say, or $1,883 million, 
the difference being materiel in the pipeline. 
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To this money value we propose for the program S390 million, 
which is divided into $162 million for maintenance of forces and 
$228 million for improvement of the force. 

Mr. Founrain. What do you mean when vou say, “S228 million for 
lmprovement of force”? 

Admiral Brreix, That means issue of initial equipment for new 
units and installations, completion of Infantry units and installations, 
modernization of equipment, war and operational reserves, and all 
construction projects, sit. 

Mrs. Keiiy. That is fiscal year 1950-57 ? 

Admiral Beret. Yes. 

Mrs. Keiiy. How much is in this program for next year? 

Admiral Brretn. We propose for the area, $390 million. 

Mr. Fountain. And $202 million for defense support ¢ 

Admiral Beret. I will have to defer defense support comments 
to ICA. 

Mrs. Ketty. By June 30 you will have $1.8 billion, expended ? 

Admiral Beran. Yes. 

Mrs. Ketiy. And the rest ? 

Admiral Brrern. It isin the pipeline. 

Mrs. Ketiy. What will be unobligated 2 

Admiral Berery. This is obligated. I don’t know about any un- 
obligated funds in the area. 

Mrs. Ketity. What did you spend in that area last year / 

Admiral Breretx. We have expended $376 million. 

Mrs. Ketity. Expended ¢ 

Admiral Berein. Yes. 

Mrs. Ketiy. What is in the pipeline ? 

Admiral Brrern. In the pipeline is roughly $500 million worth 
of equipment. 

Mrs. Ketiy. Not delivered ? 

Admiral Brerern. Not delivered. That isin round numbers. 

Mrs. Ketity. Most of that isto what nation ? 

Admiral Brretn. It would be principally to Greece, Turkey and 
Pakistan. 

Mrs. Ketxiy. It will be hardware ? 

Admiral iy RGIN,. It Is committed to hardware. either in manufac- 
ture or in transit now. 

Mrs. KELLy. You had SOOO million obligated and in the pipeline ? 

Admiral Brerein. Yes. It will be delivered eventually. 

Mrs. Kenny. This year? 

Admiral Brereixn. Mostly this year. Some things take 18 months 
to manufacture in which case it may be a little longer than a year. 

Chairman Morean. Goright ahead, Admiral. 
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Admiral Berar. Tf T may, to sum this up, I would like to point 
out that this program we believe is vital to the United States and 
Western security to prevent Soviet domination by subversion and 
armed aggression. 
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We believe that the military assistance program effectively counters 
Soviet efforts by stabilizing friendly governments and deterring 
aggression. 

I think it is of particular interest to point out that despite the 
weak economies of the grant-aid countries they are contributing more 
than 1 million men under arms and the equivalent of $869 million 
annually at the 1957 rate, or twice in numbers as our contribution. 

We believe without continued United States military aid, it is 
doubtful that some of these countries could long resist the pressures 
of international communism. 

That completes my statement. 

Mr. O’Hara. Mr. Chairman, may I ask one question / 

Chairman Morean. Mr. O'Hara. 

Mr. O’Hara. Admiral, I am new to this committee and it is difficult 
to find answers to some questions. 

Among my constituents I have the question asked and reasked: 
When we distribute to the various nations arms and airplanes, do we 
have any control over those weapons after they are given into the 
hands of those who when something goes wrong turn against us? 

Admiral Brrarn. I cannot give you ‘the ¢ »omplete answer. I can only 
hope that agreed arrangements which we require will be abided by, 
that this equipment will be used for internal security and to prevent 
_——— against themselves and are not used against a neighbor. It 

a diplomatic arrangement and we have observers on the spot who 
nae on that. I would like to say it is 100 percent perfect, but I am 
not sure. I would refer to the State Department. 

Mr. O’Hara. Many of my constituents, and I would say an over- 
whelming majority of the American people, are deeply interested in the 
security of Israel. They are fearful that these arms given to the Arab 
nations will be used to crush out Israel. 

Admiral Brrern. Israel] and Egypt were a part of the military- 
assistance program and have agreements with the United States for 
sales. However, following the Key ptian Suez incident, let us say, the 
United Nations General Assembly resolution precluded the delivery 
of military supplies and we are not delivering any. — in the 
past Israel has bought from us and we have delive red to Israel certain 
arms that they have requested but they have never requested grant aid 
that I know of. 

Would the Secretary like to comment on that / 

Mr. Rountree. Yes, I would be pleased to. 

One of the fundamental elements that is borne in mind by those of us 
in the Government dealing with this question of arms for the Middle 
East is, of course, the purpose for which the arms will be put or are 
intended. 

Now, we are quite aware of the special situation and the circum- 
stances surrounding the sara! dispute. The position we have 
taken in this matter goes beyond that merely of looking into the use 
to which arms provided and sold by the United States itself might be 
put. We are opposed to an arms race. We are opposed to providing 
military equipment in the area under circumstances which would 
exacerbate the situation. 

Certainly we provide arms only under circumstances in which we 
ourselves are convinced that they will not exacerbate the situation an 
that they will not be used for aggressive purposes. 
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We have established as a point of United States policy that we will 
oppose the efforts of any State in the area to bring about by force a 
change in the armistice lines. It was under that polic: vy that the United 
States acted in the recent Egyptian crisis mentioned by Admiral Ber- 
gin. We have stated that we would take action both inside and outside 
the United Nations to come to the assistance of the victim of aggression. 
That is a position that we have taken quite apart from the point of the 
source of any arms that might be used for the purpose of aggression. 

Mr. O’Hara. When the Arab States have continued in the threat 
to wipe out Israel and they are armed and Israel is given no arms, is 
there not some room for doubt in the minds of the friends of Israel ? 

Mr. Rounrrer. I should think there would not be. 

Mr. O’Hara. I would say that a great part of my mail is on that 
matter. 

Mr. Rounrrer. You see, Israel has not normally looked to the 
United States as a primary source of military equipment. 

Mr. O’Hara. Now wait a second, Mr. Secretary. In the 81st Con- 
gress, I was one of a congressional delegation that waited on the Sec- 
retary of State asking for two things: That the giving of arms to 
Egypt be stopped, and also that Israel be permitted to buy arms. 
Now, that was away back in 1949. 

Mr. Rountrer. I don’t know the facts there, sir, but I don’t think 
that affects the validity of my statement which was that normally 
Israel has not obtained the major portion of her arms from the United 
States. 

Mr. O'Hara. She couldn't. 

Chairman Morcan. Where did the major portion of the arms come 
from ? 

Mr. Rountree. From France, Czechoslovakia, and other European 
nations. The purchases from Czechoslovakia and eastern European 
countries were made shortly after the establishment of the state of 
Israel and not in recent years. In recent years Israel has acquired 
most of her arms from western European sources. Israel has acquired 
some arms from the United States which have been provided on the 
basis of a reimbursable aid agreement and normal commercial trans- 
actions. This has been within the criteria which I set forth regarding 
the United States desire not to exacerbate the problem of relations 
between Israel and the Arab States. 

Now, some of the states in the area do in fact look solely or largely 
to the United States for their arms requirement. Saudi Arabia is a 
ease in point. Saudi Arabia could obtain arms from a number of 
countries. 

But the Saudi Arabian Government has looked traditionally to the 
United States for arms which we have provided under a mutually 
satisfactory arrangement in circumstances which we did not think 
would exacerbate the problems of the area 

These are difficult questions, we realize, and the policies that have 
been laid down are pursued with the very greatest of care in the light 
of our basic desire to preserve peace and tranquility in the area and 
to do nothing to bring about military activity. 

Mrs. Ketiy. Would the gentleman yield ? 

Mr. O'Hara. I yield. 
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Mrs. Keiiy. Could you tell us about the present request of Israel 
for offensive arms from the United States? She has requested it for 
several years, and it has been refused. 

France sold military items recently to Israel after getting permis- 
sion from the United States. Now, at present, there is a request on 
the desk for offensive arms. What isthe answer / 

Mr. Rounrree. The French equipment was sent to Israel just before 
the Israeli attack against Egypt. Asa result of the military activity 
there as between Egypt and Israel, the General Assembly of the United 
Nations passed a resolution calling for a cease fire and the w ithdrawal 
of forces beyond the armistice lines, and calling upon all nations to 
refrain from providing military equipment to the area of hostilities. 

Another outgrowth of this General Assembly action was the estab 
lishment of the United Nations Emergency Force in the areas of 
military activities to assist in the return of a tranquil situation and 
the prevention of a new outbreak of hostilities, 

Particularly in these circumstances, the United States has not pro 
vided military equipment to Israel or to Egypt. That reflects the 
current status of the Israel! request for offensive military arms, 

We have hot agreed to prov ide any military equipment tO [srael] in 
the recent past. 

Mr. Vorys. These books are hard to find anything in but if seems to 
me if the people interrogating on this would look at pages YS and 

Mrs. KELLY. And 73? I have heen lookine at it ever slnee [ came 
in. Mr. Vorvys. 

Mr. Vorys. You get 826 million for Egypt and S237 million for 
Israel. cumulative through 1956. Security deletion. | Phat gives 
some idea of the a support we have given that would mal 
other funds available for arms 


As I say. the only ki cl of ail we furnish anvbo l\ CCOTOLLIE ail. 
If we furnish arms, that frees money for other uses. If we furnis 
economic aid, that frees money for something else. 

Mr. Farssrerx. You say we don't want to exacerbate the situation. 
That is true if we have ¢ mtrol of the situation. But Suppose, Heca1ust 
of our desire not to exacerbate the situatio . we refuse to sell arms to 
Israel] and Russia. on the othel and, provides Kevpt With arms. 
What do we do under those elreumstay CES / llow do Vou help pac ry 
he area under those circumstances / 

[In this morning's papers. I read that Eevpt has been furnished w 
three submarines by Russia. What do we do under those ciren 
stances ¢ 

We are trying to pacify the situation, and vet, nothing ts done to 


Wi snd thatend by this co ntry. Now. it istrue we ean’t prevent France 
from sellin 


you think perhaps some arrangement should he made on our part in 


some form or another to do that very tl 
Mr. Rountree. I cert: vin] do not think the wavy to stabilize the 
situation is to engage In an arms race. Of that, Tam absolutely 
tain in my own mind. 
Mr. Farrstern. Where does it leave vou 
Mr. Rountrer. Obviously, there are many difficult and delieat 
problems here. Questions such as the ones you just presented to me, 


Israel arms but if we want to stabilize the situation dot t 


1, 
hing ? 


were being debated a number of mo) thes back. as to where this Wits 
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going to lead. As the hostilities between Israel and Egypt demon- 
strated, Israel does have very substantial military capability. It is 
not a question of an unarmed nation being threatened by a nation 
which is of vast military superiority. I do not believe, therefore, that 
this question is one which would permit our engaging in, or stimulat- 
ing, an arms race. I think the answer to it is trying In every way 
possible, to preserve a period of peace and tranquility in which we 
can work toward the solution of some of the basic problems. 

That, I think, must be the a emphasis in our efforts in trying to 

» helpful as a sincere friend of Israel and the Arab States, countrie 
wie h are very important to us. We must endeavor to bring ahent a ‘l 

‘ttlement of this issue which really is of tremendous importance in 
a Middle East and to the entire free world. 

Mr. Farssrein. Now, certainly, submarines are not defensive arma- 
ment, are they / 

Mr. Rounrrer. I hope I haven’t given the impression that I am not 
concerned about the submarines. I do not feel that each item of this 
kind should result in giving the other side, whatever it may be, the 
equivalent inarms. I think the emphasis must be on providing a situa- 
tion in which the submarines, airplanes or whatever the war material 
is, are not used in hostilities. 

Mr. Farssrern. If we sit idly by while Egypt builds up armaments, 
or take the situation of submarines purchased by Egypt, again if we 
sit by and do nothing, we approach the situation we had before the 
Israeli-Egyptian fracas which existed because of the arms sold 
Meypt 

We don’t want to go into an arms race but yet, we in my opinion 
are as much responsible for the Egyptian-Israeli situation because of 
ie dormant position that we took prior t o the raid by Israel into 


Rounrree. | do not agree with that premise, I certainly do 
not think the answer lies in involving ourselves in an arms race trying 
to berdeanne e each aris delivery to one side, W ith abnormal deliveries Ol 
the other. 

Mr. O'Hara. Mr. Chairman and Mr. Secretary, I do not wish to 
trke the time of the committee excessively but I do not wish the present 

inswer to stand as an unquestioned statement of our position. We 
ourselves are engaged in the greatest race of armament in history. We 
defend our participation by saying that to assure peace we must hem in 
those who threaten to break the peace. 

Israel is the target of surrounding Arab states that openly threaten 
her destruction. 

Then when Israel would arm herself for self defense, seeking to be 
strong to deter AGOTESSION, VOU say it ise no: wing in a race of arma- 
ments. Isn't that a case of the big boy doing something himself but 
telling the little boy it’s all bad and he’ll spank the little boy if he 
dares ape the big boy ( 

My point is you cannot get the friends of Israel to accept too seri- 
ously that answer totheir fears. It is too inconsistent. 

What isa better answer, Mr. Secretary / 

Mr. Rounrrer. These questions are very difficult to explain. 

Mr. O'Hara. But the public insists on an explanation. 

Mr. Rounrrer. I discuss our policies from day to day with Ameri- 
ans who are deeply involved emotionally on one side or the other. 
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[ am aware it is not always an easy job, really, to explain the approach 
based on principle and impartiality that I have set forth here. But 
these are factors that we just must bear in mind in dealing with these 
yen 

The United States appealed to Israel last October when we heard of 
mobilization [security deletion J. We urgently asked Israel not to 
engage in military activity which threatened the peace and brought 
about dangers we thought were very great indeed. 

Now, Israel attacked E eypt, notwithstanding this appeal. I would 
like to spe ak off the record, if I may. 

( Diseussion off the record. ) 

Mr. Farsstetn. I can’t help after Hatening to you, to retort, you 
say we appealed to Israel to keep the peace 

Mr. Rounvrrer. Yes. 

Mr. Fareste LN. In the normal course of events, if Israel has heeded 
this Government’s ee and e spec rr ally when this Government did 
nothing or said nothing to Egypt when it was obvious they were build- 
ing up a tremendous force on Israel’s border—and they weren’t doing 
that to play tag, it was with Egypt’s intention in mind as she asserted 
to destroy Israel. It seems to me the only course to follow was the one 
Israel did follow, espec ially in face of the condition that existed, in 
spite of their country’s appeal to Egy pt ton nake peace. I am just 
satisfied to drop it here, but I couldn’t let it go by. 

Mr. Rountree. If I may speak to that briefly: Many think there 
is a great deal of logic in what you say. Certainly, this position has 
been stated on a number of occasions. 

However, it does point out the difficulty in trying to prevent the 
use of arms, even though the United States uses it great influence and 
its persuasive power to preserve the peace and in this case asked spe- 
cific: ally that certain acti ions not be ts ake n. 

In other words, we must avoid cont tributine to an arms race, and 
use our influence to preserve tranquility and peace. 

Mr. Farrstern. Israel had been asking for a peace conference, and 
had been pleading and begging for peace, and the Arabs refused 
sit dow n with Israel] and engage in a peace conference, and in the face 
of that fact, they had no choice. 

Mrs. Bouton. Mr. Chairman, I am wondering if we coul | gO bac k 
to regular order ? 

Chairman Morean. We will proceed under the 5-minute rule. 

Mr. Vorys 

Mr. Vorys. I have had an opportunity to go over the statements 
that were presented and I want to particularly commend the state- 
ment of Mr. Burns which is most enlightening and interesting. 

Chairman Morean. Mrs. Kelly—— 

Mrs. Kexzy. I wish toto refer to Saudi Arabia. 

Could you go into a little detail on the Dhahran Airfield, as it is 
explained on page 89? [Security deletion. ] 

Mrs. Keiiy. That field is under the complete sovereignty of Saudi 
Arabia? 

Admiral Beratn. That is right. 

Mrs. Ketuy. How much have we spent on the building up of that 
field ? 

Admiral Brratn. I don’t have the figures but I can get them. It 
isa sizable amount. 
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| Security deletion. ] 

Mrs. Keiiy. Had we not planned to enlarge that ? 

Admiral Bereatn. That is not military assistance administered 
funds, if I may bring that point out. 

Mrs. Ketiy. That I know. You have it mentioned in here so I 
thought I would bring it up. 

Have we any other use there of this airfield. Can we use that field 
without permission of Saudi Arabia, if necessary ? 

Chairman Morgan. Do you want this off the re ord? 

Admiral Beran. Yes. 

( Discussion off the record. ) 

Mrs. Ketiy. Mr. Chairman, I understand this is strictly military, 
today, is it not? 

Chairman Morcan. No. 

Mrs. Keiiy. I would like to know the projects in this area where 
we have authorized money in the past, and it has not been expended. 
For instance, in the Huleh Dam project. What are the others? 

Mr. Burns. I cannot answer that exactly but we did not authorize 
any money for a so-called Huleh Dam project—you are talking about 
the dam on the Jordan River, are you not ? 

Mrs. Keiniy. That is right. 

Mr. Burns. We did not authorize any under this program. 

Mrs. Ketiy. But there ismoney authorized ? 

Mr. Burns. Yes, that is true for the relief and rehabilitation of 
refugees, 

Mrs. Keniy. And it is still held in escrow / 

Mr. Burns. Yes, insofar as there are funds still remaining. This 
is the $23.8 million carryover authority we are requesting. 

Mrs. Ketiy. How much is it ? 

Mr. Burns. Several years ago a fund was discussed by the U. N. 
General Assembly with United Nations Relief and Works Agency of 
$200 million for the re fugees, and at one time, it was thought some of 
that money might be used for development of the Jordan Valley in 
the event Ambassador Johnston was successful in working out an 
equitable division of the Jordan waters acceptable to Israel and the 
Arabs. ‘That division was not reached and the money is still in the 
fund. 

Mrs. Keviy. Weare still holding it. 

Do you know how much money that 1s? 

Mr. Burns. I can’t tell you of anything other than the $23.8 million 
for which carryover authority is being requested. 

Mrs. Ketiy. Will you let the committee know ? 

Mr. Burns. Yes. 

Mrs. Ketriy. Are there any other moneys held in escrow for this 
area / 

Mr. Burns. Not in this sense. There is the case of Aswan Dam a 
year ago where an offer was made and withdrawn. That money in 
part reverted for other purposes, or reverted to the Treasury. That 
was the other big case of an interim holding of funds that comes to 
my mind. There may have been smaller cases here and there, I can’t 
remember. 

Mrs. Ketiy. Would you check that, and let us know ? 

(The information requested is as follows :) 

In general our nonmilitary mutual security funds are obligated during the 
course of the fiscal year for which they are appropriated or the authority lapses 
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unless there is a specific request granted to carry over unobligated funds. The 
only such request for fiscal year 1958 in this area is the carryover for Palestine 
refugee relief and rehabilitation. 

Of the funds appropriated for Palestine refugee, $23.8 million remains unex- 
pended. For several years the unexpended balances have been authorized to 
be carried forward for relief and rehabilitation activities. We are again request- 
ing such authorization for the current fiscal year. No new funds are being 
requested for Palestine relief and rehabilitation. 

Chairman Morean. Your time has expired, Mrs. Kelly. 

Mrs. Bolton ? 

Mrs. Bouron. I have 10 pages of questions, so my 9 minutes are not 
going to do very much about them. I do want to thank Mr. Burns 
very much for his clear and fine presentation. I don’t think we have 
had anything on the Near East that could compare with it. It puts 
enough drama into it, so that I think every single member of this 
committee ought to read it, and read it thoroughly. I want just to 
give you a little idea of what these questions are going to be because 
I am going to ask you to answer them for me. Not just at this moment. 

In Ethiopia, for instance, we have there a military defense amount 
[security deletion] and technical cooperation of $2,923,000, if I am 
accurate in digging them out of the book. Is it the Oklahoma or the 
Arkansas University through whom the agricultural thing is done 4 

Mr. Van Dyke. That is Oklahoma A. and M. 

Mrs. Bortron. And in Liberia, it isOklahoma A. and M., also. 

Mr. Van Dyke. That is Prairie View A. and M. of Texas. 

Mrs. Boron. It has: ilw: avs bee Nn Tuske oee Whi Was it ( ‘hanged ¢ 

Mr. Van Dyke. That must have happened be fore my time. 

Mrs. Bou TON, It cid, and | woule | ap prec li ite it it vou could look up 
the history and see why it was taken away from T uskegee when all of 
Liberia was expecting the advisers of Tuskegee and it was an amaze 
ment to us that it suddenly went to this whatever it is in Texas. 

Mr. Van Dyker. We will prepare a statement for vou. 

(The information requested is as follows :) 


SELECTION OF PRAIRIE VIEW A. AND M. AS CONTRACTOR 


Of the various institutions, including Tuskegee, recommended by ICA for the 
contract with Booker Washington Institute, Prairie View was personally selected 
by the secretary of public instruction of Liberia on the occasion of his visit to 
the United States in 1954 

Mrs. Borron. One of the things I would like a little report on 
would be the kind of program that is being handled in Ethiopia in 
dustrially, whether you feel it a successful program, whether it is as 
successful as the agric os il, and whether the quality of the people 
who have participated in it are up to your best standards. That is 
also on my list. 

Mr. Van Dyke. We are somewhat disappointed with the Way that 
program has progressed. 

Mrs. Botron. You are? 

Well, I am happy to hear it, because when I was over there, it didn't 
look very good to me. I tried to be very careful and not do much 
criticizing, but it seemed to me that agriculturally you had so much 
to give, and industrially we weren't doing a very good job. 

Mr. Van Dyke. Your observation was very correct. 

Mrs. Botron. At Ghana. What is the situation about the Volta 
Dam? Do you know how far the British carried it ¢ 
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Mr. Van Dyker. There have been a number of groups interested in 
the Volta Dam. The World Bank has looked at it and made some com- 
ments. A British and Canadian group have looked at it and now an 
American group is looking at it. 

The British recently appear to have relaxed their interest in it. 
There is no immediate proposal under consideration from United 
Kingdom interests, so far as I know. 

Mrs. Bouron. I know, Sir Robert Jackson went back to England. 
Has he perhaps returned to Ghana ¢ 

Mr. Van Dyke. My information is that the British thought the 
project required more capital than they could raise at the present 
time. 

Mrs. Borron. And we are going to look into it, are we? 

Mr. Van Dyker. As I say, the World Bank has looked at it. 

The United States Government has had no request from the Ghana 
Government to undertake this or even to survey it. We are, of course, 
very much interested in the project. 

Mrs. Bovron. Have we had any requests for anything from Ghana? 

Mr. Van Dyke. We have had informal soundings from Ghana for 
various types of technical assistance, and as you may recall, when the 
Vice President visited there in March, he did make a general state- 
ment that the United States would be receptive to such Ghana re- 
quests, 

Mrs. Bouron. Then there has not heen a very large request or Te- 
quest for a very large number of personnel that you know of / 

Mr. Van Dyker. We have signed only within the last few days a 
basic bilateral agreement with Ghana, and so far as I know, there 
have been no specific requests for any projects subsequent to the 
sioning of that agreement. 

Mrs. Bor TON. Dowe have people over there how ¢ 

Mr. Van Dyker. ICA has no people in Ghana at the present time. 
We are in the process of assignine one liaison officer to be attached 
tothe Mimbassy. 

Mis. Bouron. In Liberia, are we moving forward there’ TL under 
stand there is an increase of $300,000 requested for technical coopera 
tion in L9DS, above that of 1957. 

Mr. Van Dyke. Yes. 

Mrs. Bouron. What does that 20 Into / 

Mr. Van Dyker. We are suggesting that the present programs be 
carried forward at a more standard rate. Those programs are pri 
marily In aericulture, health, highway development, and vocationa 
training. 

Mrs. Bouron. ADY teacher training / 

Mir. Vaw Dyker. Some teacher training. 

Mis. Bouron. IT wish there could be more, it is so needed. 

Mr. VAN DYKE. They need it Very badly. | think some of the 
graduates of the schools we are now helping finance will be very use 
ful in that respect. 

Mrs, Bonuroxn. You find both Firestone and Bomi Hills verv co 
operative, do you 4 | 

Mr. Van Dyker. Very. 

Mis. Bor PON, in Morocco, ire We moy ne it all in the arenas ot | elp 
! in the higher education in all those countries? Do Vou have any 


proposal of that kind / 
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Mr. Van Dyke. We have only recently made formal agreements 
with Morocco and Tunisia and established missions in those countries. 
We have made aid available to both of them already this fiscal year— 
commodity aid, that is. There are discussions currently underway 
with regard to other types of assistance, and we would expect that edu- 
eation would be a priority request from these two countries. 

Mrs. Bouron. There is, of course, an effort being made on the part 
of Tunisia, and Libya, as well as Morocco, to have a university that 
might be somewhat commensurate with the American University in 
Beirut. It would seem as if the Moroccan end of Africa were a better 
place for it, being not quite so near Beirut as the two other countries. 

The Egyptians, as you know, are putting teachers into Morocco just 
as fast as they possibly can, and they are in Tunisia and Libya, also. 
Of course, they will tell you that that is just their ordinary procedure; 
that they have always done it, but one knows better than that. 

Is there any way by which we could do more in the educational 
field ? 

Mr. Van Dyke. We are spending some of our funds in the eduea- 
tional field at the present time. 

Mrs. Borron. But I fear it is not on higher education. Should 
more emphasis not be put on assistance to train leaders ¢ 

Mr. Van Dyxe. That is certainly a very important point. I agree 
our direction in the past has been primarily in vocational education, 
to teach skilled trades, because that has an immediate economic impact. 

Mrs. Bouron. Indeed, yes, and very important. 

Mr. Van Dyke. There is also, as you say, a real need for develop- 
ment at the higher educational levels. 

Mrs. Bouton. This can be a difficult matter. 

Mr. Van Dyke. This is something that might be considered by the 
State Department under the educational exchange program. 

Mr. Rounrrer. Of course, as Mrs. Bolton knows, we attach very 
great importance to this aspect of our exchange program. We hope 
to do more in the forthcoming year than we have in the past, although 
we are still far more restricted than we would like to be. 

Mrs. Botton. I saw the Senate had done something about giving 
money to universities and was going to give a sum to the American 
University in Beirut. There was some discussion of that. 

Mr. Rountree. There was discussion. 

Mrs. Bouton. Did it come to anything ? 

Mr. Rounrrer. There was general discussion and the committee 
report urges definitive action. 

Mrs. Borron. I am sure my time is up, but I would like to present 
further questions to you gentlemen and ask you if you would be good 
enough to answer them as comfortably as you can, shall I say? 

(The questions referred to and answers thereto are as follows:) 


QUESTIONS RAISED BY Mrs. BOLTON 
GENERAL 


Question 1. Is any program contemplated in Morocco aimed at raising the gen- 
eral educational level? ($680,000 allocated to education. ) 
(a) Building of schools? 
(b) United States educators to Morocco? 
(c) Moroccan students to United States? 
While ICA recognizes the importance of raising the general educational level 
in Morocco, the most immediate need is to train technicians in the fields of agri- 
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culture and industry in order to carry out Moroccan development plans. It is 
contemplated that the $680,000 programed for fiscal year 1958 would be used to 
cover a 3-year contract with a United States university to train Moroccans in 
the vocational fields. Also, Moroccans would be sent to the United States and 
other countries for technical training. No school buildings are contemplated. 

In addition, the Department of State is planning to increase cultural ex- 
changes with Morocco. Although the program for fiscal year 1958 represents an 
increase over that for 1957, the International Educational Exchange Service of 
the Department has had to curtail somewhat its original expansion plans to re- 
main within limitations imposed by recent appropriations. For fiscal year 1958, 
21 grants are planned, of which 5 are for United States teachers going to 
Morocco, 2 to the American school at Tangier; 8 are for Moroccan students com- 
ing to the United States; and the remaining 8 for Moroccan leaders and special- 
ists coming to the United States. In addition, the United States Information 
Agency is providing two teachers for the English-language training program 
now being organized in Rabat. 

The Department is also endeavoring to elicit the interest of American private 
organizations and foundations in the educational needs of Morocco and north 
Africa, but thus far these efforts have not produced concrete results. 


Question 2. A few weeks ago a couple of doctors were in correspondence with 
me to determine if some form of Government assistance could be obtained 
to get them to Nyasaland, where they would contribute their skills. Is 
there any provision under the ICA program whereby such assistance 
would be forthcoming? 

The possibility of some form of United States Government assistance to get a 
couple of United States doctors to Nyasaland would require a formal request 
through the British Colonial Office for their services. Favorable United States 
action on such a request would depend upon the type of work on which they 
were to be engaged. In general, under the Technical Cooperation program, ICA 
tries to train local people rather than to provide continuing services. 


Question 8. T note that $250,000 has been allocated for technical cooperation to 
each: Nigeria, the Central Federation, and Uganda—all countries which 
are rapidly approaching independence. 

(a) Precisely how is it planned to spend these sums in each country? 

(b) Are studies now underway as to what these countries’ needs will 
be when independence is attained? 

(c) Does ICA have any ongoing program to counteract the tremendous 
amount of Communist propaganda in Nigeria? 

(a) and (b). The $250,000 technical cooperation programs included for Ni 
geria, Central African Federation, and Uganda are planned for supplying United 
States technicians and financing training in the United States in agriculture 
and technical education. From reports of economic conditions in the territories, 
study of territorial development plans, and informal indications from territorial 
Officials, ICA feels that it is in these areas that the United States can most use- 
fully provide technical assistance to assist the territories in planning to handle 
their economic affairs under independence. However, since ICA undertakes 
projects only on request of the country or territories which, in the case of the 
United Kingdom dependent territories in Africa must come through the United 
Kingdom Colonial Office, technical assistance projects undertaken in these areas 
in fiscal year 1958 may differ from this illustrative program. It is planned dur- 
ing fiscal year 1958 to establish an ICA liaison officer post in each of these terri- 
tories in order to obtain on-the-spot information of needs for technical assistance 
from the United States and to explain the types of assistance which the United 
States can provide under the technical cooperation program. 

(c) ICA does not have any going program aimed directly at counteracting 
Communist propaganda in Nigeria. Projects in the field of agricultural exten- 
sion and in teacher training and the improvement of secondary education by pro- 
viding visible evidence of United States interest in the territory should prove 
helpful in counteracting such propaganda. A basic purpose of United States as- 
sistance in the less developed areas is to provide hope and evidence to the people 
of these areas that there is an effective and attractive alternative to Com- 
munism, 
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Guestion 4. It was recently disclosed by Dr. Eqbal, Iran’s Prime Minister, that 
his Government had inherited a staggering financial deficit. Is it ex- 
pected that this disclosure will result in unanticipated requests by Iran 
for further aid? 

Prime Minister Eqbal’s remarks refer to the results of his review of the budget 
prepared by the preceding Ala government. Although nominally in balance, this 
budget has, from the outset, been widely viewed as reflecting optimistic revenue 
estimates. The Prime Minister’s reference to a budget deficit may reflect such 
an assessment, 

While the present budget was being formulated, the Iranian Government was 
informed that the United States contemplated no further budgetary assistance 
to Iran. 


@uestion 5. What consideration has been given to the proposal that American 
Negro teachers be more actively recruited for service in African countries 
which state a need? 

ICA recruits teachers and other technicians for service overseas on the basis 
of qualifications for the position and not on the basis of race or color, and no 
records are kept of the number of Negro teachers and technicians overseas un- 
der the program. A number of Negro technicians are serving in Africa and 
other areas, many with distinction. 


Question 6. Is it anticipated that we will be asked to make up the former British 
subsidy to Jordan? 

It is not anticipated that the United States will be asked to make up the 
former British subsidy to Jordan. British military assistance during the pe- 
riod April 1, 1956, to March 1, 1957 (the last fiscal year during which the Anglo 
Jordan treaty was in force) amounted to about $28.5 million. In addition to 
this, there have been British development loans to Jordan averaging between 
$4 and $6 million annually. Furthermore, Britain contributes substantially to 
the UNRWA program for Palestine refugees, half of Whom are in Jordan, 

Upon the termination of the United Kingdom-Jordan treaty, Saudi Arabia, 
Egypt, and Syria undertook to pay annually $14 million, $14 million, and $7 
million respectively. Saudi Arabia is keeping this commitment but Egypt and 
Syria have refused to go through with it on the grounds that Jordan is no longer 
following a policy of “neutralism.” Iraq has authorized a payment to Jordan 
of about $4.5 million for mineral development, and we are encouraging the Iraqis 
to do more. There is some reason to hope that British development loans to Jor- 
dan might continue. British contributions to UNRWA are continuing. The 
United States for its part has granted $10 million thus far to Jordan during 
fiscal year 1957 in assistance for economic development and political stability, 
and we have undertaken to consider further needs which may arise. The pic 
ture emerging in Jordan therefore is not one of the United States replacing 
the British subsidy but rather that of a number of friendly states interested 
in the independence and integrity of Jordan working together to meet Jordan’s 
most urgent needs. 

LIBERIA 


Question 1. I note that there is an increase of $300,000 requested for the technical 
cooperation program for fiscal year 1958 above that in 1957. What are 
the reasons for this increase? 

Although all but one of the projects are continuations, the differences over 
last year’s program reflect greater emphasis on several major needs of the econ- 
omy: the highway program (+870,000), agricultural experimentation (+ $60, 
000), and technical support, including necessary equipment, of technicians in 
widely scattered parts of Liberia (+890,000). In the critical area of small 
business development, on which the future viability of the economy will likely 
depend, a new $100,000 program has been proposed. 


Question 2. In 1955 Liberia reported a net deficit of $0.6 million, in 1956 a deficit 
of $1.7 million. Does it appear likely that Liberia will be obliged to 
request United States grant aid in order to bring her revenues and expendi 
tures into balance? 

With virtually no internal Government debt and an anticipated balance be 
tween revenues and expenditures in 1957, United States grant aid to cover a 
budgetary deficit is neither required nor desired by the Liberian Government. 
Acceleration of the pace of economic development, however, is dependent on 
obtaining external financing in the form of private or Government loans and 
investments. 
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Question 3. What specific accomplishments have been realized from the com- 


munity development projects? Why has no request for this fund been 
included in fiscal year 1958 presentation? 

The public housing and building project which was being carried out under 
this heading involved the services of one technician. Since he was actually used 
as a general consultant in the Department of Public Works and Utilities rather 
than as a technician in the field of low-cost housing development, this project 
was not continued. However, other valuable work in the low-cost housing field 
and in the general area of community development is being done. Especially 
significant are the aided self-help school construction activities in the hinterland. 


Question 4. When I visited Monrovia in 1955 there were no paved streets in the 
entire city. In the program presentation one of the accomplishments set 
out is that 648 miles of roads are being maintained. 

(a) How many miles of these are paved? 

(b) What percentage of road construction has been made available from 
Export-Import Bank loans, and how much from United States assistance? 

(c) Why is there a sharp increase in the amount allocated for trans- 
portation for fiscal year 1958? How will the money be used? 

Of the 648 miles of roads being maintained by the Liberian Division of High- 
ways, as are most of the streets in Monrovia, 26 miles are paved. The bulk of 
the survey, design, and construction work on Liberian highways is financed by 
two Export-Import Bank loans totaling $20 million. Ninety percent of the total 
highway program (including maintenance, etc.) has been financed from these 
loans, while the Liberian Government and ICA have each contributed about 5 
percent. The ICA contribution has been primarily in supplying technicians and 
related equipment for training Liberians working on the project. In fiscal year 
1958, enough equipment will be provided to demonstrate simple construction 
methods for the building of farm-to-market roads and access to the main 
Liberian road network, 

The increase in the amount allocated for transportation in fiscal year 1958 
reflects the increase from 12 to 20 technicians who will be in Liberia on this 
project. Increased road activity, sparked by the $7% million contract to Ray- 
mond Concrete Pile Construction Co., requires more United States technical 
assistance and the United States Bureau of Public roads is making a determined 
effort to fill all vacant positions. 


Question 5, How are we assisting Liberia to improve its standards of health? 
(a) Are any American doctors in Liberia under the technical assistance 
program? 
(b) Are any Liberian students of medicine or nursing in this country 
under the program ? 
(c) How many American teachers are now in Liberia training people 
in nursing, medicine, midwifery, and sanitation? 

In helping Liberian efforts to attack endemic diseases, the United States is 
cooperating with the World Health Organization in the eradication of malaria. 
To strengthen the health services of the country, United States technicians have 
been concentrating their efforts on establishing an institute of medical arts and 
in introducing health education into Liberia’s public school system. The rural 
health demonstration center at Gbanga, supervised by United States technicians, 
has treated over 19,000 patients. Two American doctors are in Liberia under 
the technical cooperation program. In addition, 2 malariologists, 2 nurses, and 
1 health educator are training Liberians in nursing, medicine, midwifery, and 
sanitation. Six Liberians are now in this country receiving training in the field 
of health. 


Question 6. How is the $142,000 requested for public administration to be used? 

Within the general objective of assisting Liberia to improve its fiscal adminis- 
tration and general management of Government, one technician has been work- 
ing with the Department of Public Works and Utilities to establish a procedural 
accounting system and to train clerical personnel. A public works adviser 
will help with general municipal civie problems, e. g., public office building, 
sewerage system, waterworks, and electrical distribution. The program also 
provides for continuation of the project to reorganize the National Police Force 
and introduce modern techniques of police administration. 
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Question 7. From ICA studies of the educational needs of Liberia, how and 
at what level of instruction has it been determined that we can make a 
significant contribution? 

Although assistance from the United States could be utilized at all levels 
of instruction, the more immediate needs of Liberia are for primary school and 
vocational education. In the development of the primary school system through- 
out the country, the United States has inspired local communities in the 
Sanniquellie area to build their own schools with some material help from the 
Liberian Government and some assistance from United States technicians. The 
success of this activity is already resulting in a heavy burden on teachers re- 
quired to staff the new schools. The Liberian Government has been impressed 
by the demonstration project and is planning to establish similar schools through 
out the country. Surrounding the central school (up to eighth grade) within 
a 50-mile radius are a number of smaller school courses (up to fourth grade). 

In the field of vocational education, the Liberian Government has put up a 
number of new school buildings, dormitories, and housing to take care of 23 
technicians contracted for under the educational program. The foreign business 
community in Liberia, as well as high Liberian officials, have shown an enthusi 
astic interest in the progress of this project. The general manager of the 
Liberian Mining Co. has stated that he is impressed with the high caliber of 
graduate students coming from BWI and that their subsequent training with 
his company is much easier by virtue of their general educational background 
and familiarity with equipment. 


Question 8. The Firestone operations in Liberia have achieved a high degree of 
success. In what ways is further United States private investment 
_ encouraged in Liberia by the Liberian Government and the ICA? 

In addition to major investments by the Firestone Co., a number of other 
United States companies have found opportunities and a receptive climate for 
investment in Liberia. Liberian tax laws are favorable, there are no restri¢ 
tions on capital flows, and in general the policy and practice of the Liberian 
Government has been successfully directed towards encouragement of foreign 
private investment. Since World War II, to illustrate this trend, the Liberian 
Mining Co. has been established and today is the second most important firm 
in the country. The Liberia Co., first established by Stettinius Associates, is 
expanding its plantation activity. The Liberian-American Minerals Co., jointly 
financed by European and North American interests, is contemplating large- 
scale investments for the exploitation of a new iron ore deposit. And the B. F. 
Goodrich Co, is presently planting thousands of acres to rubber. 

ICA efforts in the past have been in the direction of assisting the Liberian 
Government in mapping the country and molding mosaics of its terrain and have 
proved invaluable to all foreign investors. Wherever the advice of an American 
technician might be useful to a private investor, such advice has been freely) 
given. In the case of the Liberian Mining Co. two United States foresters were 
able to find a new stand of timber which avoided plans on the part of the Liberian 
Mining Co. for closing its saw mill, the largest such in the country. 


Question 9. I have heard that one of the most successful projects in Liberia has 
been that of the Audiovisual Center. (Griff Davis was the audiovisual 
adviser). How much has been allocated this particular project for fiscal 
vear 1958? 

Following the initial demonstration stage of this project, Liberian interest 
has grown to enthusiastic acceptance of the conception of audiovisual work, 
although this enthusiasm has not yet been translated into suitable institutional 
form. To continue the successful work being done under this program, the 
$52,000 provided in fiscal year 1957 will be increased somewhat in fiscal year 
1958; the exact amount has not vet been established. 


TUNISIA 


Question 1. As we know the French Government has recently cut off their an- 
nual subsidy of approximately $100 million. This poses a tremendous 
threat to Mr. Bourguiba and his government. 

We agree that the suspension of French aid to Tunisia poses a most serious 
threat to Tunisia. As a basis for approaching the problem, an understanding 
of the type and extent of French funds normally directed to Tunisia is helpful. 

Until 1956 France annually made long-term, low-interest-rate loans to the GOT 
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and semipublic bodies of approximately $40 million. An equal amount appears 
to have accrued to Tunisia by means of French expenditures on behalf of French 
functionaries and French troops stationed within Tunisia. Private foreign 
investment of from $10 to $20 million provided the remainder of the balance of 
payments deficit which ranged annually from $90 to $100 million. 

The recent “cut off of the French subsidy” refers specifically to the $40 million 
normally loaned to Tunisia for economic development. At present there is no 
indication that France is withholding funds credited to Tunisia as a result Of the 
needs of the French forces or French functionaries, although this sum should be 
considerably below the amounts earned by Tunisia prior to independence due to 
the drastic cutback in Tunisian employment of French functionaries. Private 
investment, on the other hand, has definitely dropped, probably to the point where 
the net flow is from Tunisia. 

(a) Has the Tunisian Government requested the United States to make 
up this subsidy in the form of grants? 

The only formal request we have had from the Tunisian Government to help in 
this emergency involves the use of local currency proceeds generated from 
the sale of goods purchased under the $8 million DA program particularly the 
$5.5 million which is on a grant basis. We have agreed that these funds may be 
borrowed by the GOT from the special counterpart account and used for bud- 
getary support in order to meet the present internal financial emergency, with 
the stipulation that they will eventually be repaid and used for projects clearly 
associated with the economic development of the country. 

(b) Has there been any study given by ICA to this eventually in the 
foreseeable future? 

It was decided from the moment that Tunisia first approached the United 
States for assistance that our aid would be used to supplement the French 
contribution rather than supplant it. In the event that France should sever all or 
even a major portion of its economic ties with Tunisia there would of course be a 
gap that would have to be filled if Tunisia was to maintain anything like its 
present standard of living. The size of the possible gap is extremely difficult to 
gage since the loss of the French sector of the Tunisian economy would remove 
one of the more important elements both with regard to producing revenue and in- 
curring expenditures. It is our intention to continue to study this question while 
at the same time hoping that France and Tunisia will find a way to resolve their 
present differences. 

(c) If such assistance were to be made, from what part of the mutual 
Security Act would it come? Development loan fund? Special assistance? 

If it were decided that greatly increased United States assistance should be 
given Tunisia in addition to loans for specific economically sound projects from 
the development fund, the aid would have to come from special economic assist- 
ance in order to meet the particular needs of the situation in Tunisia. 


Question 2. Will the special assistance contemplated for Tunisia correct the dol- 
lar deficit? 

On the basis of a general pattern of trade in 1957-58, similar to 1956, the special 
economic assistance could largely correct the dollar deficit. In addition, the 
local currency generated will assist the GOT in budgeting for economic develop- 
ment. However, with the entire economy in such an uncertain state, it is difficult 
to make any predictions with regard to the country’s economic future. 


GUANA 


Question 1. What have been the specific accomplishments of the technical coop: 
eration program in Ghana to date? 

Under the ECA-MSA program two projects arranged through the United 
Kingdom colonial office for the Gold Coast helped to improve transportation, i. e. 
road and bridge construction and a railway link between Achiasi and Nsawan. 
Also, a United States entomologist advised on disease control in connection with 
the Volta River scheme. In 1954, a short-term survey was made on trade and 
investment opportunities. 

Question 2. Why has it taken so long for the program in Ghana to get underway? 

The fiscal year 1956 program for the territory of the Gold Coast consisted of 
two projects, both programed for implementation through private contracts. 
These have involved time-consuming negotiations. The most important obstacle 
was the lack of direct ICA representation in the territory and the necessity to 
communicate through the colonial office in London in developing the program. 
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The difficulties were gradtally overcome, and in February 1957 two contracts 
involving prior year funds of over $700,000 were ready for signature. However, 
it was determined that it would be desirable that signature to the contracts should 
await Gold Coast independence, on March 6, It was therefore necessary to post- 
pone the signing of the contracts until after the negotiation of a bilateral techni- 
cal cooperation agreement with the Government of Ghana. Such an agreement 


was signed on June 3, 1957. 


Question 3. In fiscal 1956, ICA was authorized $460,000 for Ghana. As I recall 
there were two major projects which were to be undertaken, One was to 
organize and send a United States team of about 7 practical construction 
men to head up local community improvement projects, the other was to 
send out 6 agricultural technicians to assist in research and extension 
services. 

(a) Have these two projects been realized? 
(b) At what expense? 
(c) With what results? 
(d) How were the teams selected? 
(e) Specifically where have they operated in Ghana? 
(f) How have the efforts of these teams been received by the new 
government? 
The two major pending projects authorized prior to 1957 are: 
Totat cost 
A project for United States assistance in the community develop 
ment program......_.__~- 5; aia s 
A project to provide and equip United States agricultural research and 
an extension specialist________~- ee ; 344, 755 


$369, 245 


The only implementation of these projects to date was the preliminary survey 
made by an official of the Near East Foundation in November 1956, to review the 
work to be undertaken under the community development project. The reasons 
for delays in implementation are described above. Negotiations for contracts 
with the Near East Foundation to implement the first project and with the In- 
ternational Development Services to finance the second are now in the final 
stages of arrangement. Both projects will operate primarily in the northern 
territories. It is reported that the new Government of Ghana is eagerly look- 
ing forward to arrival of technicians for both projects. 


Question 4. In fiscal year 1957, $15,000 was allocated for education. How has 
this money been used? Have any United States educators been sent to 
Ghana, and have any Ghanians been brought to the United States under 
this program? 

Fiscal year 1957 funds of $15,000 for education will be used to purchase 2,000 
volumes for a technical library at Kumusi Institute of Technology. This library 
was presented as an independence gift to the Government of Ghana by the Govern- 
ment of the United States. This is the only TC project for Ghana in fiscal year 
1957. Additional requests for projects were not received in part because Ghana 
officials are understood to have wished to await the country’s independence 
before submitting requests for additional technical assistance from the United 
States. Accordingly, no United States educational specialists have been sent to 
Ghana, and no Ghanians have yet been brought to the United States under this 
program. 


Question 5. I believe we're all aware of the tremendous need that Ghana and 
indeed all the African countries have for raising their educational levels. 
Ghana now estimated to have about 10 percent literacy. P. M. Nkrumah 
has only recently instituted system of compulsory elementary education, 
and about 400,000 youngsters in school now. 

(a) From ICA studies and consultations with the Government, what 
has been determined to be the greatest educational need, and what is most 
helpful for us to contribute in this area? 

(b) How adequate are her educational facilities? Both lower and 
higher schools? 

(c) What factors will be taken into consideration in selecting Ameri- 
ean educators to go out there, if the program includes this possibility? 

{d) Will any money be used in the form of a direct subsidy to the 
Government for building schools or staffing them ? 

(a) The greatest educational need appears to be in the area of vocational 
education. Some people have been trained at the university level in academic 
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fields, but relatively few people have been trained at any level in the technical 
or managerial fields, and development is generally impeded by the lack of trained 
technicians and managers. The United States could be most helpful in the 
training of teacher trainers, particularly in the technical fields. The inadequacy 
of trained teachers is a particularly serious problem. 

(bv) Ghana’s educational facilities are fairly adequate at the primary level. 
Out of 5 million inhabitants, nearly half a million children are enjoying primary 
education. Higher academic education is also excellent, where standards and 
curricula set by London University are reproduced. ‘Technical education is 
completely inadequate, particularly in engineering, tropical agriculture, and the 
problems of tropical medicine and hygiene. 

(c) Ability and leadership would be the primary factors taken into consider- 
ation in the selection of American educators. 

(d) No part of the proposed fiscal year 1958 TC program will be used in the 
form of a direct subsidy to the Ghana Government for building schools or staf- 
fing them. 


Question 6. Regarding the $300,000-allocated in fiscal year 1958 for public admin- 
istration : 
(a) What program of public administration does the Government now 
have underway? 
(b) Exactly how and where is it proposed that this money be used? 
(a) The departure of many British civil servants and the desire to Africanize 
the civil service has created a serious problem of training for the new Ghana 
Government. A Business Administration School for Civil Servants has been 
opened in Accra, located at the civil service training center. At the beginning, 
enrollment is limited to between 60 and 100 students. Courses are provided for 
civil service qualifying examinations and for administrative and executive grades. 
(b) Since no formal requests for technical assistance have yet been received 
from the Government of Ghana, the proposed use of $300,000 in technical co- 
operation funds for public administration is illustrative, based on informal 
indications of interest from Ghana officials. It is proposed to use approximately 
$250,000 to initiate a contract between a United States university and an in- 
stitution in Ghana (probably the University College) for training in public ad- 
ministration. This would assist the new government in meeting its urgent need 
of training its own people to staff the government of the country. 


x 


Question 7. How many persons are attached to the ICA Mission in Ghana? 

A liaison officer and a secretary will leave Washington this month, to be the 
first ICA staff stationed in Ghana. In addition to the personnel who will pres- 
ently be in Ghana when the two projects described above are implemented, ad- 
ditional United States technicians will be employed as requested by the Ghana 
Government and an ICA Mission staff will be established as the need arises. 


Question 8. The great Volta Dam project, which is estimated to cost $990 million, 
is regarded essential to diversification and stabilization of the economy. 
Have we undertaken any survey as to its costs and feasibility? Is it 
expected that we will provide financial assistance for it? Will our com- 
mittee be advised in this regard? What part has Britain done? 

In 1956, a report of a Preparatory Commission created by the Gold Coast 
Government to study the Volta River project and composed primarily of British 
technicians, reported favorably on the feasibility of a project for damming the 
Volta River and building power-generating facilities and a plant to produce 
aluminum from bauxite in the area. The total cost of this project, estimated in 
1956 as $600 million, is now estimated at about $850 million. No agency of 
the United States Government has undertaken any survey as to the cost or feasi- 
bility of the Volta River scheme. The International Bank, however, recently 
conducted a short-term preliminary survey, the results of which have not been 
announced, No specific proposals for publie financing have yet been made. 


ETHIOPIA 


Question 1. How large is the ICA Mission in Ethiopia? 

As of May 20, 1957, the total number of Americans in Ethiopia in connection 
with the aid program was 124. Of these, 45 were contract employees, and 79 
were United States Government employees. Of the latter, 12 were on adminis- 
trative rolls. 
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Question 2. In fiscal year 1958 request, the amount of $250,000 is allocated to 
transportation. This is a substantial increase over the 1957 allocation. 
What is the reason for this increase and how is the money to be used? 
The transportation segment of the TC program in Ethiopia provides training 
the staff of the Ethiopian Airlines in the technical and managerial aspects of air- 
line operations. The project is to enable the Ethiopian Airlines to use Ethiopian 
personnel. This is being undertaken through a contract of 3 years’ duration with 
TWA, concluded in December 1956. The cost of the contract is not to exceed 
$716,100. $250,000, obligated for this purpose in fiscal year 1956, carried the 
project through the current fiscal year. The bulk of the $250,000 programed 
under transportation in fiscal year 1958 is required for the continued financing 
of the TWA contract. A small amount will be deposited in the national airline 
training project joint fund account to permit the procurement of necessary train- 
ing material. 


Question 3. The program presentation indicates that Ethiopia’s borrowing poten- 
tial is about exhausted. Is it likely that requests for further loans or 
grants from the United States will be forthcoming in the near future? 

The determination of Ethiopia’s borrowing potential depends to considerable 
extent on the terms of the loans. Furthermore, the future development of that 
potential also depends on the present availability of investment capital. In view 
of Ethiopia’s very limited supply of domestic investment capital and the prospec- 
tive slow rate of capital accumulation, great reliance will have to be placed 
initially on foreign capital if even a small percentage of Ethiopia’s current hopes 
and aspirations are to be met. While the door has not been closed on further 
loans, both the IBRD and the EXIM Bank appear to be reaching their present 
limits on current lending to Ethiopia. This means that other sources, such as 
foreign banks, government, and/or private investors, will have to be resorted to 
for additional loans or grants. In all probability the Ethiopian Government will 
first turn to the United States for additional loans or grants or both, with which 
to finance its development requirements, before turning to other governments. 

Private industry will undoubtedly also be called upon, but many of the develop- 

ments contemplated are of a public character, such as roads, ports, communi- 

cations, etc., which private investors will probably not be willing to undertake. 

Question 4. How is the requested $200,000 for public administration to be used? 

The $200,000 requested in public administration is earmarked for 8 specific 
phases of public administration training: (a) Civil police training, ()) strength- 
ening of statistical services, and (¢) general public administration training in 
government organization and management techniques. These 3 programs will 

require about 6 to 8 United States technicians, training grants for up to 10 

Ethiopians, and some equipment and training aids. 


Question 5. The statement is made that there is only 1 doctor for every 3 million 
people in Ethiopia (p. 186). Exactly how have we in our program tried 
to get doctors to Ethiopia under the program and how have we set up 
training programs for young doctors, nurses? 

There are some 150 doctors of many nationalities and under diverse arrange- 
ments practicing medicine in Ethiopia at the present time, in addition to the 5 
native Ethiopian doctors. ICA has made little attempt to train doctors, nurses, 
and other medical personnel of the caliber common in the United States, as both 
the extreme dearth of adequately qualified trainees and the critical urgency of 
making an immediate impact mitigate against the long delays such high level 
training would entail. The TCA program has addressed its efforts to the problem 
of training subprofessional medical personnel of many types, including nurses, 
nurse-midwives, dressers, pharmacists, sanitarians, health educators, health 
officers, etc. Present plans provide for training of approximately 430 such per- 
sonnel each year. Many of these are being trained in a general training center 
in Gondar and in two nursing schools sponsored by the TC program in Ethiopia. 
The ICA Mission has a staff of 3 doctors, 7 nurses, and 6 other medical techni- 
cians, who are spearheading this training program. 


Question 6. What degree of success have the Communists achieved in their tech- 
nical assistance to Ethiopia? 

The only program which the Communists have in Ethiopia which might be 
termed “technical assistance” is the Russian Hospital in Addis Ababa, which is 
operated by a staff of Russian doctors, nurses, and other technicians. This hos- 
pital, which has been subsidized by the Russians since before the turn of the cen- 


tu 
eli 


b 


l to 
ion. 
sed ? 
1ing 
air- 
ian 
vith 
‘eed 
the 
ned 
‘ing 
line 
nin- 


fen- 
or 
re? 
ble 
hat 
lew 
eC. 
ced 
pes 
her 
ent 
as 
| to 
vill 
ich 
its. 
Op- 
ini- 
ke, 
“ll? 
ific 
th- 
in 
rill 
10 


on 
ed 
up 


be 


1S- 
n- 


MUTUAL SECURITY ACT OF 1957 845 


tury, appears to enjoy a reasonably good reputation, especially among the poorer 
classes of Addis. 

Chairman Morean. Mr. Fountain. 

Mr. Fountarn. Many of my questions are elementary to members 
who have been on the committee for a long time, but this is something I 
wanted to ask about, especially. I know with regard to the Near East, 
south Asia, and Africa in this brochure, you have $43.1 million for 
“other programs.” I suppose that is something of a miscellaneous 
proposition. Just what are those “other programs” 

Mr. Burns. Well, I could talk, sir, about certain of them. 

You are looking on page 6 ¢ 

Mr. Founrain. Page 2. 

Six probably gives the breakdown. M: iybe I missed that. 

Mr. Burns. The statistics are on page 6. There is a total at the 
bottom of the right-hand column of $43.1 million on page 6. 

Is that the one, sir? 

Mr. Founrarn. Yes; that is right. 

Mr. Burns. I know about those with the Near East and south Asia. 
[Security deletion.] Those are items in special economic assistance 
that were covered in my notation about $13.8 million proposed for ear- 
marking for special economic assistance for next year. [Security 
deletion. | 

Mr. Burns. That covers the main items in the Near East and south 
Asian area. 

Mr. Fountain. How about the [securi ity deletion] in Morocco? 

Mr. Van Dyke. I believe that is Tunisia, Mr. Fountain | security 
deletion]. Part of that will be used to buy commodities, the local 
currency counterpart of which will be used for development programs 
within Tunisia, [security deletion]. A small part will be used for 
dollar costs involved in various economic development projects. 

The last item is Somalia, the present Italian trust territory in East 
Africa, where they have had some difficult problems arising from the 
closing of the Suez and trying to get started toward inde pendence. 

Mr. Founraty. Does this brochure include an explanation of those 
things? 

Mr. Van Dyke. Yes. 

Mr. Burns. There is something I would like to add: I forgot to say 
that under the head of special assistance, including the amounts not 
illustratively programed, are the particular types of assistance for 
contingencies and things that ordinarily wouldn’t qualify for the de- 
velopment loan fund, which is much more nearly like banking prin- 
ciples—not quite banking principles but more nearly like that. 

They are put here as possib le items under the special economic assist- 
ance. They are described in detail through this big book. 

Mr. Founratn. Have you gentlemen appeared before the Appropri- 
ations Committee as yet ? 

Mr. Van Dyke. No, sir. 

Mr. Founrarn. I understand there is quite a bit of opposition to the 
development loan fund, and I was wondering if you appeared and 


had gotten that reaction. 


Mr. Van Dyke. We can tell you next week. 
Chairman Morgan. Dr. Judd. 
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Mr. Jupp. With regard to India and Pakistan, there is no military 
aid for India, and only $10 million technical assistance for India pro- 
jected this coming year. 

Mr. Burns. On page 15 it shows that India, in fiscal year 1957—— 

Mr. Jupp. 15 of what? 

Mr. Burns. Page 15 of the big book. 

On page 15 it shows that in fiscal year 1! 57, India has $55 million 
in development assistance and $10 million in technical cooperation. 
Next year it shows $10 million in technical cooperation, and nothing 
else. 

Now, for technical cooperation it is assumed to come along at the 
same level as this year and there is no category next year of so-called 
development assistance, that being abolished under this new plan. 

If India wanted aid for its projects, the idea is that they would come 
into the development loan fund, draw up plans for the kind of project 
that they have, see whether it meets the criteria for a loan, a long- 
term loan, probably—and the criteria are: 

1) Whether it isa technically feasible loan project : 

tt Whether the project would contribute really to the economic 
deve lopment of the « ‘OUuntTY 5 and 

(3) Have they tried alternative sources of finance. 

If it meets all those criteria, it would be eligible for getting a loan. 
That was the philosophy behind this. 

Then there might even be special cases in some countries like in this 
university, where the »V might not be eligible for loans or where special 
conditions have to be met where special economic assistance would 
apply more effectively than any other source of funds. 

Mr. Jupp. As of now you are not contemplating any economic as- 
sistance to India—and of course, when you say if they want any loan 
you know they do—but you haven't any idea yet how much they are 
going to ask for. 

Mr. Burns. That is right. 

Mr. Jupp. That would come out of the $500 million loan fund. 

Mr. Burns. If they got it. 

[Security deletion. ] 

Mr. Jupp. Perhaps I should ask Mr. Rountree. Are you disturbed 
about this Kashmir situation ? 

Mr. Rountree. Yes, sir; we are disturbed about the Kashmir situa- 
tion. Of course our efforts here are to try to bring about some peace- 
ful solution, but I think it would be foolish for us not to be aware of 
the very deep emotion involved in this matter 

Mr. Jupp. Of course, I recognize we must put first things first. We 
try to eliminate the Soviet threat. If we can do that, we can take a 
stronger position on quarrels of that sort. But I feel that the situa- 
tion has deteriorated since Nehru took his Kashmir action last fall 
when we were all absorbed in Hungary and the Middle East. [Secu- 
rity deletion. | 

Mr. Rounrrer. If I may speak off the record. 

(Discussion off the record.) 

Mr. Jupp. I want to be sure these figures fairly reflect what your 
plans are for those two countries. I have been in both of them several 
times and I think we are almost more in a goldfish bow] there than 
anywhere else in the world. We can be judged by the world as to the 
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impartiality or fairness of our treatment because here is one country, 
India, that denounces us on every hand and yet whose independence 
is of great importance to the security of that part of the world. 

Here is another country, Pakistan, that goes along with us loyally, 
accepts obligations, is unequivocally on our side, and by and large has 
got the short end of things during the years up until just recently. 

That tended to help along neutralism in that area. “Why should 
we do like Pakistan,” other countries ask, “and be a friendly ally and 
gain the antagonism and threat of the Communists, whereas if we 
take the neutralist course that India follows, we get help from the 
United States, just as much or more, and from the Communits too.” 

Should it come to a showdown, I just think we have to say, difficult 
as it is, that we can’t do both, we are going to stand by the people who 
stand by us. 

Mr. Rountree. Of course we have much in common with our Paki- 
stan allies and friends. The extent of the American aid to Pakistan 
is quite appreciable, both economic assistance and very significant 
military aid. I think this response of the United States to the special 
friendly relations between two allies—we are allied with Pakistan 
in SEATO, and cooperate with them in the Baghdad Pact—it is 
reflected in a fine governmental relationship and public relationship 
between the two states. 

As you have pointed out, the United States has a very great interest 
also in India, and we believe that it is not only in our interests, but in 
the interests of the free world generally to support the democratic 
efforts of India to carry forward their development program. 

[Security deletion. | 

Mr. Jupp. With regard to Afghanistan, we were out there a year 
and a half ago, right when they were beginning to go to the left. I 
have been told, that since the Middle East imbroglio and the Hun- 
earian thing, Afghanistan has veered back toward us or at least away 
from the Kremlin, having seen what happened to other countries 
which took help from the Kremlin. 

Is that true ?¢ 

Mr. Rounrrer. Afghanistan is very anxious to preserve its inde- 
pendence. [Security deletion.] I think there is every indication they 
want to maintain most friendly relations with the countries of the free 
world, including particularly the United States. 

The general nature of Afghanistan-Pakistan relations in the past 
few months has improved considerably. ‘There have been exchanges 
of visits on the part of the top leadership in both countries. 

Mr. Jupp. A year ago there were people who were practically writ- 
ing Afghanistan off from the free world side. You don’t do that? 

Mr. Rounrrer. We never have, and we don’t think it likely that 
we ever will. 

Mr. Jupp. Nor have I. 

| Security deletion. | 

Mr. Jupp. I didn’t see reported in these figures on India the very 
substantial benefits they got under that 3-year contract under Public 
Law 480. It doesn’t show in these figures, but amounts to $360 mil- 
lion over a period of 3 years. That isreally something. 

Mr. Burns. Mr. Congressman, may I add one thing to what you 
have said about Afghanistan ? 
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I was there a short time this spring on ICA programs. We got 
the very definite impression that the Afghans at almost all levels were 
much more interested in getting technic al assistance from the United 
States. [Security deletion. | They were pressing us continually for 
various types of technical assistance. At the university I mentioned, 
the Civil Air Transport base, and the roads, and all that sort of thing. 

Mr. Jupp. I would like to say something off the record there. 

(There was a discussion off the record.) 

Chairman Morean. Mr. Farbstein. 

Mr. Faresrein. According to this, Lebanon is supposed to receive 
in fiscal year 1958 about $2 100,000. 

Mr. Burns. Th: : is technical cooperation you mentioned ? 

Mr. Farestrern. I don’t know for what, but let us assume that is so. 

In view of the fact that the President’s mission is giving them tech- 
nical aid of $10 million do you think it is necessary that this $2,100,000 
still be continued ? 

Mr. Burns. Yes, sir; these technical cooperation projects of $2,100,- 
000 are the typical point 4 projects of agricultural extension, and so 
forth. There is an urban teachers training school that we helped set 
up, and an industry institute to help them in their industry. 

Mr. Farrstetn. There is no doubt in my mind that is advisable and 
necessary, but suppose inquiry is made about the $10 million, and 
whether or not you can use that $10 million. 

Mr. Burns. The $10 million of development assistance is already 
being used to support certain other things, such as rural water supply 
in the villages and rural electrification and roads. That is going on 
right now. They have started to work on that. The two taken to- 
together, that is, technical cooperation and development assistance, are 
one of the main techniques in the economic field. [Security deletion. ] 

Mr. Farestrern. I see we have [security deletion] dollars here for 
Saudi Arabia. What is that for? It is [security deletion] develop- 
ment assistance. 

Mr. Burns. These were items first discussed and announced here 
in Washington and then later discussed by Ambassador Richards in 
Saudi Arabia, and they include [security deletion] the Damman port, 
which is the port for the railroad that Ieads up to the capital. That 
would involve expanding it, building some more piers, improving the 
freight connections, and the handling equipment at the port, and some 
locomotives. [Security deletion.] Then there is a civil airport near- 
by, adjacent to the military airport that they discussed earlier this 
afternoon. [Security deletion. | 

That civil air terminal would link Dhahran with the lines going 
toward Karachi. 

Then there is [security deletion] for an engineering survey by an 
American concern to reestablish the railroad leading down toward 
Mecca. Those are the items for fiscal year 1957. 

Mr. Farrsretn. Does this [security de letion J include the [security 
deletion] grant aid of Ambassador Richards? 

Mr. Burns. Yes, sir: except that, as I indicated, the grant was pre- 
viously discussed and announced here in Washington in connection 
with the Dhahran Airfield negotiations prior to Ambassador Richards’ 
Visit. 

Chairman Morean. Mrs. Bolton. 
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Mrs. Boiron. Thank you, Mr. Chairman. 

I wanted to bring up the subject of the Palestine refugees and I 
would just as soon have it off the record. 

Mr. Vorys. One thing I want to put on the record. 

Mrs. Boron. All right, put it on the record. 

Mr. Vorys. In Mr. Burns’ statement you say on pages 23 and 24, 
with reference to Iran: 

No general budgetary support has been provided from fiscal year 1957 funds 
and none is expected from fiscal year 1958. 

I have here a statement on counterpart funds, and from July 1 to 
December 31, 1956, the Iranian budgetary support is given as 
$3,884,000 

Now, how about that? As you know, the General Accounting Office 
has made quite a study of the Iranian programs, and that is one of the 
items they talk about. We want to get your story straight here. 

Mr. Burns. Are those figures le: ading up to December 31, 1956, 
the ones that you are quoting ? 

Mr. Vorys. I am quoting “ICA counterpart funds,” and so forth, 
“as of December 31, 1956,” and “July 1, 1956, to December 31, 1956,” 
which includes half of fiscal year 1957. 

Mr. Burns. The straight budgetary support which we have been 
giving in Iran by making aid commitments for those purposes in 
1954, 1955, and 1956—that stopped in fiscal year 1957. That is 
definite. 

By “budgetary support,” what they mean is using funds to help 
Iran meet its budgeted expenditures. The reason it stopped in fiscal 
year 1957 is that the oil revenues were beginning to increase enough so 
that the portion of the oil revenues going to ‘the development ‘plan 
organization and the other portion going to the budget was sufficient 
to enable them to balance their budget. 

Now, the figures that you have ‘there of counter part, I am not ex- 
actly sure what those { igures are, but I know definitely 

Mr. V ORYS. I am sure what they are because I am reading them to 
you. It is 330 million rials, dollar ‘equivalent $3,884,000, and it is your 
agency that says that was Iranian budgetary support, July to Decem- 
ber 1956. 

Mr. Burns. I don’t understand because I know it stopped in 1957. 

These are commitments from fiscal year 1956 funds. Now, the thing 
I know definitely is in 1957 funds there is none for budgetary support. 

Secondly, I know definitely there is none for fiscal year 1958, and this 
point is made—we will check it, but I understand those are commit- 
ments from fiscal 1956 funds. 

Mr. Vorys. Is there going to be any budgetary support for ran in 
fiscal year 1958 out of past appropriations, or out of existing counter- 
part ¢ 

Mr. Burns. None out of existing funds. Out of past appropriations 
I think I should check on that and give you a statement for the record. 

Mr. Vorys. Yes, I think you had better 

(The information is as follows :) 





No further dollar allotments are presently contemplated for the purposes of 
extending budget support to Iran. A total of $35 million (of which $10.0 mil- 
lion was in the form of a loan repayable in doll: nr’s ) was made available to Iran 
for budget support from fiscal year 1956 funds. This commitment was to be 
met in several installments, partly in cash, used for financing imports from the 
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United States on a sight-draft basis, and partly by releases of counterpart gen- 
erated by sales of United States-financed commodity imports. The period cov- 
ered by the total commitment included part of the Iranian fiscal year ending 
March 21, 1956, and all of the Iranian fiscal year ending March 21, 1957. Ful- 
fillment of the $35 million fiscal year 1956 commitment concludes the existing 
budget support commitments of the United States to Iran. No such commit- 
ments for budget support were made against fiscal year 1957 United States assist- 
ance funds. 

Chairman Morean. Mrs. Bolton. 

Mrs. Borron. Off the record. 

( Discussion off the record. ) 

Mr. Fuuron. I make the strong recommendation that the United 
States agencies on the mutual security program cooperate with the 
UNRWA agencies in order to expand the vocational school training 
program for the Palestine refugees. I believe the mutual security 
agencies should plan an adequ: te program to see that the people who 
are applying for such training who can’t otherwise be taken care of 
are given the opportunity for practical courses that will assist them 
to be self-sust aining and get them out of the refugee camps. 

[Security deletion. ] 

Mr. Burns. There are applications galore; there is virtually no ob- 
jection to the vocational training school and the people get jobs even 
in Jordan—immediately the next d: ay after they gr aduate—which is 
not & prosperous countr y- 

Mr. Fuuron. I suggest we have the United States mutual sec urity 
program agencies fully cooperate with the UNRWA program on voca- 
tional schools and that the United States go beyond it in order to 
assure that there will be adequate places for the many people who 
would take these programs if they could get the chance. 

Mr. Rountree. This is an element of the program that has been of 
particular interest to us, and to which we attach very great importance. 
I apprec iate the suggestion that you have made and assure you we will 
look into the possibility of this cooperative effort. 

Mr. Vorys. Mr. Burns in his statement mentioned that the road- 
building and the well programs gave employment to 7,000 refugees in 
one case and 3,000 in another. Is that full-time employment? 

Mr. Burns. Yes, sir. It is full time when they work, but there are 
not so many roads. They will work on a certain stretch of road for 
maybe 3 or 4 months and the refugees will work at that road and get 
some income and then that road will be finished and they won’t work 
any more the rest of the year because there are no jobs to be obtained 
for the unskilled laborers. There isa great surplus of unskilled labor, 
you see. The shortage isthe skilled labor. The unskilled people will 
work for a few months on the road and that is all. 

Mr. Vorys. I just wondered whether there would be any possibility— 
I don’t know how expensive these vocational training schools are, but 
you might have vocational training schools that would be available to 
refugees and others as one of our programs there. I think we must 
hang on to this U. N. formula business someway or other. 

Mr. Funron. That is the point of my suggestion. 

Mr. Vorys. We don’t dare let the few who are doing anything about 
it think that this is Uncle Sam’s burden entirely. It 1s not our respon- 
sibility any more than it is that of any other nations of the world. 
Maybe there could be some programs put on there which would be 
available to re fuge eS. 
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Mr. Fuiron. My proposed program is supplementary so that it does 
not interfere with the United States percentage of the UNRWA pro- 
gram participation. T urge that you do go into other programs to ful- 
fill & very necessary function. It is very necessary in this area that 
we get these people to thinking there is a chance to get ahead and get 
on their own feet. It will encourage other refugees to try it as well 
and in the long run will be a saving - our own U Tnited States budget. 

Mrs. Botron. The suggestion has been made and it isn’t beyond 
the bounds of possibility as something to work out. We turn it ‘back 
to you and hope you will work it out. 

Chairman Morgan. We are still operating on the 5-minute rule. 

Do you have any questions you want to ask ? 

Mr. Fuuron. I believe the programs for mutual security in the cur 
rent year should be aimed at various means of getting the Palestine 
refugees to feel that (1) they have a part in the world, and (2) that 
we implement their abilities to get out into the world for cory eg 
and (3) that we supplement the UNRWA programs on these voc: 
tional training schools so that we have programs that will encourage 
the young people to be self-sustaining and be educated responsible 
citizens in this area. 

I believe those purposes are entirely within the purposes of the mu- 
tual security program and so I do strongly urge that thought be given 
along these lines, 

The savings to the United States budget then is that the United 
States will not have to be putting up continued money for just main- 
tenance and support where they now are. Asa matter of fact, this is 
the cheapest kind of resettlement because all we really do is give them 
their education, rather than transport them, give them homes, and then 
try to find jobs for them in places that are very difficult to live in, in 
the first place. I would recommend this type of practical training as 
one of the best ways of handling the young people in the Palestine 
refugee problem at the present time 

In cone ‘lusion, I woul | Say th: at J be lieve it is the young people who 
are educatable who are the future leaders of the area. And simply 
by getting them to feel they can do it on their own, we are making a 
firm basis for the future among a group that would otherwise be bitter 
toward the United States for its part in the Israel problem. 

Thank you. 

Chairman Morgan. Any further questions? 

Mrs. Botron. Thank you, Mr. Chairman. You have given us a 
very interesting and I am sure profitable afternoon. 

Chairman Morean. Thank you, gentlemen, for your appearance 
before the committee. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 5:10 p. m., the committee adjourned, to reconvene 
at 10:30 a.m., Thursday, June 20, 1957.) 

(The following information has been submitted by the Department 


of Defense in response to a request by Mrs. Kelly and Mr. Vorys. See 
also p. 819.) 
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Annual maintenance cost of foreign military’ 
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1 Includes pay, allowance, subsistence, and individual clothing costs. 
* Not available. 
3 Navy only. 
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THURSDAY, JUNE 20, 1957 


Houser or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 

The committee met, in executive session pursuant to call, at 10:45 
a. m., in room G-3, United States Capitol, Hon. Thomas 8. Gordon 
(chairman) presiding. 

Chairman Gorvon. Good morning, ladies and gentlemen. The com- 
mittee will now come to order. The committee will receive testimony 
this morning from executive branch witnesses on the mutual se- 
curity program in Europe. 

The committee therefore will resolve itself into the Committee of 
the Whole on Europe and I will turn the chair over to Mrs. Kelly, 
chairman of the Subcommittee on Europe, who will preside at this 
morning’s meeting of the full committee. Mrs. Kelly, will you please 
take the chair. 

[ want to say I am sorry I was delayed a couple of minutes. I am 
sorry also to see that the House will be in session at 11 o’clock this 
morning. 

I hope that we can carry on while the session is going on in the 
House. Should there be any rollealls, we will have to interrupt for 
a moment to answer our calls. Mrs. Kelly. 

Chairman Krtiy. Members of the committee, this morning we have 
three witnesses: Hon. C. Burke Elbrick, Assistant Secretary of State 
for European Affairs; Mr. Stuart H. Van Dyke, regional director, 
Office of African and European Operations, ICA; and Brig. Gen. 
John S. Guthrie, Director, European Region, ISA, Department of 
Defense. 

The witnesses presented us with their written testimony yesterday. 
It will be in order to proceed under the 5-minute rule, after the wit- 
nesses give us a brief summ: iry of their written statement. 

Chairman Gorvon. May I suggest at this point that during the pres- 
entation of the charts any member m: iy be permitted to make any in- 
quiries about the charts while they are being displayed, so it will not 
be necessary to return to them later on. 

Chairman Ketry. It is so ordered. Mr. Elbrick, do you want to 
proceed at this point ? 


STATEMENT OF HON. C. BURKE ELBRICK, ASSISTANT SECRETARY 
OF STATE FOR EUROPEAN AFFAIRS 


Mr. Evsrtck. Yes. I would like to make a few remarks about the 
European program, if I may. The formal statement has been sub- 
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mitted for the record. ‘Perhaps there are certain points that might 
be emphasized at this time. 

Chairman Keiiy. Without objection, the statement will be made a 
part of the record. 

(The statement referred to is as follows :) 


During the last 2 or 3 years, Communist pressures have been more active in 
the Near East and Far East than in Europe, mainly because European economic 
recovery and the development of a strong NATO defense system have removed 
many of the weaknesses which the Soviet rulers once hoped to exploit. 

At the same time, the Soviet rulers are well aware of the fact that free Europe 
remains the most valuable prize that the Communist empire could hope to cap- 
ture. Control of Europe’s factories, mines, laboratories, bases, skilled man 
power, and worldwide economic interests would give Russia exactly what its 
rulers need most in order to achieve global supremacy. 

This fact can be vividly illustrated by reference to the present industrial ratio 
between the Western world and the Communist world. Today, the United States 
and free Europe combined have a 7-to-2 lead over the Soviet Union and its satel- 
lites in industrial output. 

With free Europe under Soviet domination, the Soviet Union would imme- 
diately gain a 5-to-4 lead over the United States, and this lead would tend to 
increase with the passage of time. I do not know how many Americans are 
familiar with these figures or their implications, but you can be sure that the 
men in the Kremlin know them. 

Since control of Europe would add so enormously to Soviet strategic capabil 
ities, our interest in keeping Europe out of Soviet hands is obvious. But there 
is another side of the picture which is not nearly so well understood. 

I refer to the important contribution which the free nations of Europe are 
making to our own strategic capabilities. 

Too many Americans, I fear, are inclined to think of our treaty commitments 
and assistance programs solely as devices for “protecting Europe.” The truth is 
that we are equally interested in the extent to which Europe can help protect 
the United States. We ourselves need many things that Europe has to offer. 
We need the help of its military manpower. We need its strategic bases, which 
put us 4,000 miles closer to the heart of Soviet power than Russia is to us. 

We can profit from European science and technology, which has played so 
important a part in the advance of civilization, including the development of 
nuclear energy. We need to have Europe's sizable industrial establishment alined 
with our own. Finally, we need the substantial financial contribution which 
the European nations, despite their limited resources, are making to the joint 
defense effort. 

United States mutual security assistance in the European area is being given 
not because the nations of free Kurope are weak, but rather because they are 
relatively strong—strong enough, in fact, to make a major contribution to the 
total defense of the free world. 

In essence, our assistance to Europe is designed to boost Europe’s own defense 
efforts by helping our allies to meet certain equipment and training needs which 
they cannot meet themselves, and by this means to assure the maintenance of a 
much larger and more economical aggregation of defensive power than would 
otherwise be possible. 

In other words, our mutual security assistance to Europe is fundamentally 
an investment in America’s own security, no different in purpose from our invest- 
ment in our own Army, Navy, and Air Force, 

You know that the Communist program of aggression proceeds by nibbles as 
well as gulps and that it uses many different techniques—political, economie and 
psychological as well as military. 

In fact, the very diversity of Communist aggressive techniques sometimes 
causes people to deemphasize unduly the danger of military aggression—to sug 
gest that perhaps we can forget about the military threat for a while and con 
centrate on countering other types of Communist imperialism. 

This idea is potentially very dangerous. I would be the last to underrate the 
importance of being prepared to counteract the various and subtle forms of 
political and economic aggression which the Communist rulers employ. In many 
parts of the world, these forms of aggression present a more immediate and more 
troublesome problem than the prospect of military aggression. 

At the same time, we cannot ignore the fact that the Soviet military threat is 
always with us, Nor has the magnitude of this threat diminished. On the con 
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trary, all available evidence indicates that Soviet military power is continuing 
to increase, through the introduction of modern weapons and through determined 
expansion of the industrial base which supports its military machine. 

The Soviet Union and its satellites still maintain enormous military forces, far 
beyond any reasonable security requirements. They have an extensive and highly 
dangerous nuclear potential, and are making steady progress in overall scientific 
and technological development. 

So long as we and our allies maintain a strong system of defense, we have 
reason to hope that the Soviet rulers will refrain from using their vast military 
power—that they will recognize the suicidal risks of general warfare and will 
confine their expansionist efforts to the nonmilitary field. 

However, this is a hope and not a certainty. Moreover, if we should ever let 
down our defensive guard, we would be handing the Soviet rulers an engraved 
invitation to throw caution to the winds and to reestablish military force as the 
key instrument of their program of conquest. 

I believe these facts are generally accepted both by the Congress and the 
public. Virtually no one questions the need for maintaining strong military de- 
fenses. All of us, however, are properly concerned about the huge cost of modern 
defenses and are anxious to secure the protection we need with maximum 
efficiency and economy. This is one of the main objectives of the mutual security 
program in Europe. 

It became evident some years ago that only two basic approaches to the prob- 
lem of free world defense were available. The first was to let each nation try to 
provide for its protection solely through its own efforts and resources. The sec- 
ond was to combine efforts and resources—to share the burdens and the rewards 
of collective action. If the United States had been willing to pay the price, we 
might conceivably have been able to build and sustain a defense system which 
did not involve dependence upon any other country. 

The feasibility of such a defense system has been widely debated, but there 
remains good reason to doubt that the United States could ever survive for an 
extended period of time as an isolated island in a Communist world. In any 
case, one thing is very clear. Even if an isolated defense were feasible, which 
I do not believe is the case, it most certainly would not be cheap. It would be 
about the most expensive kind of defense system we could devise. 

I have occasionally heard people complain about the assistance which the 
United States has given to allied nations, and have heard them ask, “When 
are these countries going to be able to stand on their own feet?” 

The answer is very simple. Most of our allies can stand on their own feet 
right now, provided the United States wants less defense for more money. If 
the mutual security program in Europe should be drastically reduced, it would 
mean that European defense efforts would be much smaller and far less produc- 
tive, and that the total defensive power available for the protection of America 
and Europe alike would be greatly reduced. 

The only way we could compensate for this reduction would be to increase 
our own national defense expenditures by an amount several times greater 
than the amount of this program. This is the story in a nutshell. Those of 
us who are sincerely interested in achieving maximum safety at minimum cost 
are compelled to recognize that abandonment of our military assistance pro- 
grams would not be an act of economy but an act of reckless extravagance. 

The special importance of free Europe to American security has long been 
recognized by the Congress. This recognition has been reflected by such meas- 
ures as the Greek-Turkish aid program, the Marshall plan, the North Atlantic 
Treaty, the stationing of American forces in Europe, and our continuing pro- 
grams of military and technical assistance. 

We have undertaken these commitments not merely because of our sincere 
friendship for the European peoples, but primarily because we know that the 
extension of Soviet control over free Europe would be a strategic catastrophe 
for the United States itself. 

By active participation in the NATO defense system and by providing selected 
military assistance, we have made it possible for our European allies to main- 
tain a truly significant defense establishment. 

As President Eisenhower recently pointed out, in addition to our own forces, 
NATO now has more than 80 trained divisions, active and reserve, with some 
5,000 modern aircraft and 600 major naval vessels. 

Equally important, at least from the standpoint of the American taxpayer, 
is the fact that the European governments are bearing the lion’s share of the 
cost of these forces. During the 7 years of the NATO buildup, our European 
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allies have contributed about 85 percent of the total cost of their defense pro- 
grams and have supplied roughly 60 percent of the materiel for their forces. 

Today the European countries are carrying an even greater portion of the 
load than is indicated by these figures, which span a 6-year period. In each 
of the years from 1952 through 1954 our military assistance was more than 
twice the amount now being requested for Europe, while European countries 
have maintained their defense expenditures at about the same level. Indeed, 
in 1956 the combined expenditures of the European NATO countries (including 
Greece and Turkey) reached a postwar high of more than $13 billion, compared 
to about $6 billion in 1949, the year NATO was established. 

Even in this modern age of astronomical defense costs, $13 billion is not a 
Sum to be lightly dismissed. It represents a very substantial addition to our 
own defense expenditures. At the present time, the European nations are con- 
tributing almost $8 from their own defense budgets for every dollar’s worth 
of military assistance we are giving them. From our own selfish standpoint, 
we could hardly ask for a better bargain. Moreover, we must remember that 
the particular forms of assistance we are providing are essential in order to 
make EKurope’s own defense efforts successful and meaningful, and that the 
loss of this assistance would tend to undermine the entire defense structure 
that has been so painfully erected in Europe. 

It is natural that some Americans will wonder why the relatively small 
amount of American assistance being requested is so important to the total 
European effort. For example, someone may ask why the Europeans can’t 
increase their own budgets and eliminate the need for American assistance 
altogether. 

Unfortunately, the problem cannot be solved so simply. In the first place, 
the defense programs of most of our European allies are already near the 
levelS which they can sustain without serious political and economic strain. 
The average European taxpayer, despite Europe’s economic progress in recent 
years, still earns only about one-third of the income of the average American 
taxpayer. 

He is also paying a larger percentage of his income in taxes than the average 
American. His national economy is far more dependent upon foreign trade 
and investment than the American economy, and his nation’s financial structure 
is less stable. He is more easily affected by relatively small shifts in economic 
trends at home and abroad. 

No nation can have an effective defense system without a sound economic 
base. While we constantly encourage contributions by allied governments up 
to the extent of their economic capacity, it would be counterproductive to seek 
contributions beyond this point. 

Even if our European allies were able to increase their defense efforts sub- 
stantially, American military assistance would remain vital to the effective- 
ness of these efforts. The value of any nation’s military forces depends in- 
creasingly upon its possession of modern weapons and its ability to employ 
modern techniques of warfare. 

The importance to our European allies of such items as guided missiles, the 
more advanced types of aircraft, and up-to-date electronic equipment can hardly 
be exaggerated. Unfortunately, most of our allies are unable to produce these 
things for themselves, regardless of the level of their military expenditures. 

Nor can they provide for themselves the highly specialized training that 
modern weapons and techniques involve. They simply do not have the physical 
resources required for large-scale technological research and development. 
They are, therefore, compelled to look to the United States for these things. 

At the same time, most of them cannot afford to use their limited store of 
dollars to buy the needed items. Most of them suffer a chronically adverse 
balance in their normal commercial relationships with the dollar area and do 
not have any dollars to spend on military equipment and training. Thus, 
United States military assistance is the only feasible way to insure that allied 
nations have certain key items that will make their own defense expenditures 
worth while. 

This point is highly significant, both in a psychological and a direct military 
sense. Allied governments could hardly be expected to continue spending large 
sums of money, drafting large numbers of young men into the armed forces, 
devoting factories and other facilities to military production, building expen- 
sive bases and providing valuable real estate for Allied bases and doing the 
other things required for an effective defense program if they should decide 
that all these efforts do not add up to any significant result. 
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Unless they can have reasonable assurance that their defense programs will 
actually be meaningful under modern conditions of warfare, it is natural that 
many will feel that the game isn’t worth the candle; that they might as well aban- 
don their defense programs altogether, or at least limit themselves to a token 
effort. 

On the other hand, so long as our European allies have reasonable assurance 
of being able to obtain modern equipment and training, they know that their 
efforts have meaning, and they can therefore be expected to continue to partici- 
pate actively in the common defense system—a defense system that affords us 
a degree of protection worth many times the amount of our contribution. 

So far, the NATO alliance has been one of the most successful undertakings 
in history. Its success is reflected, not only by the development of the military 
strength already described, but also by other achievements, 

Most important of course, is the fact that the war which many Europeans 
feared a few years ago has not occurred. Furthermore, the Communist tide 
that has sweeping westward in the early postwar years has been stopped cold; not 
another inch of European territory has fallen under Communist domination 
since NATO was formed. 

In an important sense, this tide has actually been reversed, because it is 
evident that NATO exerts a profound psychological influence on Eastern Europe. 
By developing a real position of strength, NATO has contributed indirectly 
to the Soviet agreement to restore independence to Austria, and has helped 
maintain the hope for eventual freedom in the hearts of the satellite peoples. 

If NATO remains a center of strength, there is reason to hope that the Russian 
rulers will gradually come to realize that their own best interests are served 
by more reasonable policies. Our chances of obtaining a safe and workable 
arrangement for controlled disarmament, for example, will depend in no small 
degree upon the continuing strength of NATO. 

NATO has also stimulated more active cooperation in various flelds among 
the Atlantic nations themselves. Increasing attention, as you know, is being 
given to the political, economic and cultural relationships among member 
nations. 

Political consultations in NATO during the past year have been more extensive 
and more profitable than ever before. Similarly, NATO has afforded a protec- 
tive umbrella under which the European nations have been able to make steady 
progress toward internal political stability, economic health and integration 
among themselves. Since 1950, the value of total economic production in Western 
Europe has risen by an even larger percentage margin than in this country. 

Governments have become more stable. The strength of local Communist 
parties and fellow-traveling elements has steadily declined and has now reached 
a postwar low in most countries. 

Meanwhile, the European nations have continued their efforts to achieve 
closer economic and political unity; the treaties now pending for the creation 
of Euratom and a common market represent an outstanding example of this 
progress. I would not suggest that NATO deserves principal credit for all 
these favorable developments, but it has contributed significantly to all of them. 

While we have grounds for genuine satisfaction at NATO’s accomplishments, 
it would be a grave error for us to become overoptimistic or complacent about 
the European scene. The Congress is aware that we still face many problems 
and difficulties in that area, and that some of these are serious indeed. 

I have already referred to Europe’s limited economic capabilities. Compared 
to the situation in which it found itself 10 years ago, Western Europe today is 
a picture of economic health. Many observers were agreeably surprised when 
the European nations demonstrated their ability to live through the Suez crisis 
without economic disaster. However, the overall economic situation in many 
parts of free Europe remains precarious. This is inevitable where foreign trade 
is a matter of life and death and where a nation’s population is constantly 
threatening to outrun its basic resources. 

Our mutual security program for Europe, of course, is not directly concerned 
with these economic problems. Economically speaking, our European allies are 
now standing on their own feet. Most of them have received no economic assist- 
ance for several years, and the proposed program for fiscal year 1958 contains 
only a few relatively small items that can be labeled “economic” in any sense. 

Nevertheless, it is essential that we continue to watch economic developments 
in Europe very closely, since these developments obviously affect NATO military 
cooperation as well as other relationships with Europe. 
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Our current problems in the military field can be traced to a combination of 
economic, political and technical factors. The incredible sweep of present-day 
technology requires constant revision of military plans and constant attention 
to the progressive modernization of defense forces. 

NATO strategic planning is necessarily based on the assumption that Soviet 
aggression against the European area would be resisted with the most modern 
weapons and techniques available. 

Unfortunately, most of our European allies still have considerable distance to 
go in developing up-to-date forces and thus are not yet in a position to make 
their maximum contribution to the joint system of defense and deterrence. 

The military situation in Europe, as you know, has also been complicated by 
the recently announced cutback in the military establishment of the United 
Kingdom. The reasons for this cutback are predominantly economic. For 
some years, the United Kingdom has been maintaining a higher level of defense 
spending than any other NATO country except the United States, and has been 
doing this in the face of the fact that Britain’s per capita income is about one 
half that of the United States. 

In recent months, moreover, the United Kingdom has suffered a severe and 
continuing drain in its gold and dollar reserves—a drain which began even 
before the Suez crisis and was accentuated thereby. 

In view of these facts, it is not difficult to understand Britain’s decision to 
reduce defense expenditures. They have, however, attempted to maintain equal 
defensive strength, and we would hope that any other NATO government which 
might similarly reorganize its defense program would likewise concentrate on 
maintaining defensive strength. 

We are also concerned that the buildup of German military forces is not 
progressing as rapidly as we had hoped. While not denying previous commit 
ments to NATO for a total of 500,000 men, the German Government has indicated 
that budgetary, political, and technical considerations make it impossible to in- 
dicate at this time when these goals will be reached. 

In appraising the delays we must nevertheless recognize the real political 
problems which rearmament presents in Germany, where memories of Ger- 
many’s bitter experiences in two world wars are still fresh, and where the op- 
position parties in an election year have been able to make a major issue of the 
rearmament program. We do not doubt the German Government’s determina 
tion to fullfill its defense commitments, much as we regret the delays which 
the buildup has encountered. 

In addition to its economic and military problems, NATO has also been con 
fronted with difficult political problems. The political differences which oc 
casionally arise among the allies receive a great deal of public attention, some- 
times more than is justified. However, differences such as those resulting from 
the military action in the Middle East and from the Cyprus dispute cannot be 
lightly brushed aside. 

The political strains caused by the Middle Eastern crisis have now largely 
been repaired, but we must anticipate recurring political differences within the 
Atlantic family, particularly with respect to issues involving relations with 
non-European areas. The important thing to remember is that we should not 
exaggerate these differences. None of them has impaired the fundamental 
solidarity of NATO. In fact, NATO has often served as a useful instrument for 
minimizing their consequences. 

Another problem that requires special attention is the unceasing campaign of 
the Soviet Union and its political henchmen to sow dissension among the Atlan 
tic allies, to frighten governments and peoples into a state of neutralism and to 
convince Europeans that it would be advantageous to seek an accommodation 
with the Soviet Union on Soviet terms. 

Recent Russian moves in this direction have been rather crude, as exempli 
fied by the warning notes sent to various allied governments. The firm replies 
sent by various NATO countries show that the effect was just the opposite of 
what the Russian rulers hoped for. Nevertheless, we must expect this campaign 
to continue without abatement, and perhaps in a more subtle fashion. 

Communist influence in Europe was dealt a severe blow by the bloody Soviet 
suppression of the revolution in Hungary and the Soviet rulers are now seeking 
desperately to recover the tactical position they enjoyed before the Hungarian 
tragedy. Some day they will learn that they cannot have their dove of peace 
and eat it too. 

There are many other difficult problems which we must deal with during the 
months ahead. As I told this committee last year, NATO just isn’t the kind of 
operation that we can ever expect to wrap up and forget about. 





of 
ay 
on 


iet 
rh 


to 
ke 


by 
ed 
or 
ise 
en 


nil 
en 


to 
lal 
ch 


On 


OT 
it 

ec] 
in- 


‘al 
*y- 
p- 
he 
Li - 


ch 
n 


1e- 
1h 


be 


he 
th 
ot 
al 
or 


MUTUAL SECURITY ACT OF 1957 859 


It demands constant attention and constant effort by every member, including 
ourselves. However, past experience gives us every reason for confidence in our 
collective ability to solve the problems now confronting us and to move forward 
steadily toward a stronger and more advantageous relationship. So long as the 
United States remains determined to do its part to make the alliance a success, 
I believe the other members will do likewise. 

Obviously, doing our part involves a great many things other than the military 
assistance program. I am thinking of such things as the maintenance of our 
own foreign military forces in Europe, our willingness to consult and deal with 
our allies as equals, and our attitude on various policy issues that affect their 
vital interests. 

The process of doing our part runs the whole gamut of our European diplo- 
macy. However, it is clear that mutual security assistance is an indispensable 
element in this process, 

I will not attempt to describe in specific detail the projected use of the funds 
now being requested. Officials of the Department of Defense will be prepared 
to provide detailed information on this subject. However, I would like to call 
attention to the following key points : 

The hulk of the European program is designed to provide military and de- 
fense support assistance to European countries, primarily our NATO allies, with 
emphasis again this year on modern weapons. The proposed mutual defense 
assistance programs, when the European share of various global programs are 
included, amount to approximately $908 million out of the total mutual security 
program for Europe of about $945 million. The remainder of the proposed pro- 
gram is primarily for special programs in Yugoslavia and West Berlin, plus 
modest but important technical cooperation and exchange programs. 

The defense support program in Spain is, of course, closely related to our 
agreement with that country for the construction and joint use of important 
naval and air bases. We are also proposing a small technical assistance pro- 
gram in the amount of $1 million, funds for which are requested under Title III: 
Technical Cooperation. 

In the case of Yugoslavia, we are requesting special assistance plus $2.5 mil- 
lion for technical cooperation. Although Yugoslavia is not allied with the 
United States, we continue to have a very great interest in this country’s ability 
to maintain its independence. 

As the only country that has successfully pulled away from the Soviet orbit, 
Yugoslavia exercises a great psychological influence upon the entire satellite 
area, and the maintenance of its independence is, therefore, of special importance 
at this time. 

Although our assistance to Yugoslavia is relatively small, there have been oc- 
casional objections to this assistance on the grounds that Yugoslavia is still a 
Communist country. 

There can be no question about the fact that its Government is founded upon 
the Communist philosophy and that we have no sympathy for this philosophy. 
However, Yugoslavia has successfully resisted Soviet efforts to bring it again into 
the Soviet political and military system. 

Moreover, it is important to remember that Yugoslavia, unlike Russia and its 
puppet states, is not engaged in efforts to force its philosophy upon other coun- 
tries. It has maintained a position of true neutrality. In the meantime, its 
need for outside assistance remains acute, because it is spending a very large 
portion of its national income for defense. The essential question facing the 
United States, therefore, is not whether we agree with Yugoslavia’s political 
and economic philosophy, but whether we want Yugoslavia to be able to stay in- 
dependent. I believe our national interests in this matter are cleat 

Little needs to be said about the special economic assistance requested for 
West Berlin. Many Members of the Congress have had an opportunity to visit 
this key western outpost, and fully understand its strategic and psychological 
importance. 

Because of its isolated geographic position, West Berlin will continue to face 
extraordinary economic difficulties, and we are determined to do whatever is 
necessary to assure its survival. 

Secretary Dulles has already described certain proposed changes in the mutué ul 
security legislation which are designed to improve the operation of the program. 
Some of these changes, such as the establishment of a development loan fund un- 
der title II of the act, would have little impact upon the European area. 
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On the other hand, the clianges which are aimed at a clear-cut separation be- 
tween military and economic assistance should prove highly beneficial to Buro- 
pean operations. First, we propose that the concept of defense support, which 
has caused some confusion in the past, be redefined to exclude all forms of aid 
not directly related to military purposes of other countries. Next, we propose 
that the funds for defense support, together with the funds for military equip- 
ment and training, be appropriated to the Department of Defense under a con- 
tinuing authorization. 

These changes would have both psychological and administrative advantages. 
It makes no sense for us to regard our contributions to collective military pro- 
grams as aid, intended primarily to benefit the receiving nation, and as having 
no relation to our own defense needs. There is no logical reason, for example, 
why we should pay the costs of keeping American troops in Burope from De- 
fense Department funds and, at the same time, handle in a separate appropria- 
tion funds to help and train the allied troops who stand beside them. 

Our national safety depends upon the effectiveness of the whole defense sys- 
tem—not just our own part of it—and we should act accordingly. 

Whenever the executive branch finds that military assistance to another friendly 
nation is an efficient way to strengthen America’s total defenses, it should have 
authority to request appropriations for this purpose, in the same manner as it 
now requests appropriations for strictly national defense programs. 

By the same token, it is logical that funds actually granted for this purpose be 
treated in connection with the overall appropriations of the Defense Department. 

I am convinced that this arrangement represents a straightforward and busi- 
nesslike approach to the problem. It will eliminate misunderstanding as to the 
true function of military assistance, will facilitate the coordination of national 
and international defense activities, and will provide a sound basis for long-term 
planning. 

In conclusion, I would like to emphasize once more that this program yields 
dividends—dividends in United States security. It can be operated more effi- 
ciently, and I have mentioned some of the changes which the administration is 
proposing this year to that end. The program, however, cannot be dispensed with 
or drastically reduced. This would be false economy, jeopardizing the security 
of our Nation. I am sure that the Congress knows this as well as I. 


Mr. Exsricx. As you probably know, the program for this year, as it 
was in 1956 and 1957, is almost exclusively military. The Defense and 
ICA witnesses here will describe the specific programs for which the 
funds are requested. 

I would like to raise three broad questions. First, the present state 
and condition of ~_ North Atlantic Treaty Organization. 

We believe that NATO today is a proven and successful alliance. 
The Communist western advance has been halted and not 1 inch of 
territory has been lost since the alliance was founded. 

Behind the security of the NATO shield the Western European 
peoples have regained their economic health and are taking new 
initiative toward economic integration. In most of the NATO coun- 
tries the NATO alliance is the core and foundation of international 
security policy. It is beyond political question or challenge except by 
the Communist minorities. 

On the other side of the shield there are signs of fissures and revolt, 
traceable in part to the pull of freedom from NATO Europe. I believe 
that the importance of NATO is shown by the constant efforts of the 
Soviet to divide and —— it. 

The Soviet threat, of course, remains in Europe and can only be 
deterred by equal or oe rior force. Soviet armed strength is steadily 
increasing. 

A foolproof system for control and reduction of armaments is still 
only a hope, even though a slightly brighter hope today. Communist 
pressures during the past 2 or 3 years have, it is true, been more active 
in the Near and Far East than in Europe. However, this is due to the 
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fact that the Soviets have found that Europe is a very tough nut to 
crack. Europe is still the prime objective of Soviet policy, and is the 
most valuable prize the Communist imperialists could hope to capture. 

I would be the last, of course, to underrate the various, more subtle 
forms of Communist aggression, but I fervently hope that we never, 
by letting down our military guard, test the Soviet readiness to revert 
to military pressures, subversion, and open aggression such as were 
me in Europe before NATO was esti ablished. 

NATO is still facing, as it was last year, serious problems; Cyprus, 
the oe al of French forces from the center of Europe, delays in 
the German military buildup, reductions in the United Kingdom 
forces, and high costs of modernization of forces. All these are very 
serious matters, and certainly NATO does not regard them with any 
complacency. 

But the essential unity, strength, and usefulness of the Alliance 
remains and will remain. 

Why is continued United States military aid to European NATO 
countries still necessary in view of the fact that many of these coun- 
tries are quite prosperous at the present time? The question is natur- 
ally and normally asked, “Are these countries doing their full share?” 
Germany, for ex: umple, i is purchasing now all of its military equipment 
beyond the arms we or iginally « ‘ommitted ourselves to give them. The 
United Kingdom also is basically on a reimbursable basis, exc ept for 
the completion of programs funded in previous years. 

The essential reason why other European NATO countries still re- 
quire limited help lies in the fact that the average European taxpayer, 
despite the economic progress of recent years, still earns only about a 
third of the income of the average American taxpayer. And even 
though he pays a larger percentage of his smaller income in taxes than 
does the average American from his larger income, the Government 
revenues are insufficient to meet the rising costs of defense, including— 
and this is very important—the costs of complex new weapons required 
in order to have an effective defense today. 

Some European countries are able to bear all the costs of maintain- 
ing current forces. Others cannot even do that. However, all of 
them, except perhaps the United Kingdom, to a limited extent, lack 
the technical capacity to produce new weapons or the dollar exchange 
to purchase them in the United States. 

While we constantly encourage these governments to do their ut- 
most to the extent of their political and economic capabilities, it would, 
I think, be counterproductive to seek contributions beyond this point. 

The only recourse of most of the NATO countries is reliance on 
the United States for a diminishing amount of conventional equip- 
ment and, for the present at least virtually all of the complex and ex- 
pensive new weapons required to maintain NATO strength. 

— Kuropean countries we feel are doing their share. During the 
7 vears of the NATO buil lup, our NATO allies have contributed 85 
shea of the total cost of their defense programs and roughly 60 
percent of the materiel for their forces. 

They have spent nearly $6 from their own resources for every 
dollar of United States aid received. In addition, they have made 
available valuable land for base facilities, airfields, and so forth. I 
think that General Norstad in his testimony before this committee 
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cited other evidence that the NATO allies are pulling their weight in 
the boat. 

[ would like to say a word about Spain, for which we are requesting 
additional defense support funds. The Spanish economic situation is 
serious, due to a heavy inflationary pressure and balance-of-payment 
difficulties. 

[Security deletion. | 

Mr. Exsrick. In planning for fiscal year 1958 we have limited our 
request to [security deletion] million in defense support on the as- 
sumption that Spain will be eligible for further assistance from the 
development loan fund. 

| Security deletion. | 

Mr. Exsricx. The nonmilitary programs proposed for Europe in 
fiscal year 1958 are relatively small. They total about $33 million, but 
they are politically very important. 

Seventeen and one-half million dollars is proposed for Yugoslavia, 
$15 million of which is to bea loan. While not a great deal of money, 
they will provide certain commodities which are virtually essential 
if Yugoslavia is to maintain independence of Soviet control. With- 
out United States military and economic assistance Tito might well be 
forced to turn back to Moscow. 

The program for West Berlin, I think, needs no explanation. It 
is the relatively modest sum of $11.5 million, but it is a key element in 
maintaining the morale of the Berliners and in preserving contact be- 
tween the people of the Soviet zone and the West. 

In conclusion, I would like to stress the importance from the point 
of view of our objectives in Europe of the administration’s oman 
to place our military assistance programs on a continuing authoriza- 
tion basis. 

The military assistance program in Europe is now pretty well sta- 
bilized, providing the essential, marginal increment needed to make 
European defense efforts fully effective. United States support of 
NATO is a continuing fundamental feature of our foreign policy. 

Continuing authorization for United States military aid i in Europe 
is feasible and logical, we think, and would be conducive to increased 
confidence and more stable defense efforts on the part of our European 
partners. 

On the other hand, a new authorization each year, as if it were a 
hew program, introduces an element of uncertainty. Placing aid ona 
continuing authorization basis is necessary, too, if the aid funds are 
to be sought, as, I think, they should be as a normal part of the De- 
fense Department budget. 

The proposed new definition and treatment of defense support will 
make clearer that our defense support aid in Europe is not to aid a 
country economically or improve its lot, but is provided specifically 
for military reasons and purposes. 

Chairman Ketiy. Thank you, Mr. Elbrick. Now we will hear a 
brief summary from Stuart H. Van Dyke. 
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STATEMENT OF STUART H. VAN DYKE, REGIONAL DIRECTOR, 
OFFICE OF AFRICAN AND EUROPEAN OPERATIONS, ICA 


Mr. Van Dyke. I will try to keep my remarks quite brief. 

Chairman Keiiy. You have a statement already here, in addition 
to that. I wish to proceed with the questioning. Could we put those 
in the record ? 

Without objection, your two statements will be placed in the record 
at this point. 

(The statements referred to are as follows :) 


EvROopPE’sS ECONOMIC SITUATION 


As time goes on the striking result of our past European programs becomes 
more and more apparent. For several years the European economy has ap- 
proached our own rate of growth in the United States. 

The OEEC (Organization for European Economic Cooperation) countries’ 
gross output in 1956 was about one-fourth greater than in 1951. The charts on 
page 24 of our European book show that imports into the OEEC area in 1956 
were about 78 percent above 1948 and 44 percent above prewar. 

The corresponding increases in intra-European trade were 160 percent and 82 
percent. This largely reflects the gradual removal of intra-European trade and 
payments barriers, and is closely related to the growth of output. Advances 
in trade, productivity, and output have been associated with a rise in per capita 
consumption by about 30 percent between 1948 and 1956. 

This improvement is now encouraging Western European nations to take new 
interest in the underdeveloped areas of the world—areas whose growth is also of 
prime importance to the United States 

In 1955, for example, the movement of capital from Western Europe to these 
newly developing areas is estimated to have been approximately $1.4 billion, in 
cluding $600 million from private sources. 

In the past year, the two most important developments affecting the econom) 
of Europe were the Suez crisis and the significant progress made toward more 
effective economic cooperation within Europe. The closing of the Suez Canal 
represented a heavy blow to the European economies. That such a blow could 
be weathered successfully is clear evidence of the strength gained by the Euro 
pean economies over recent years, and the well-established habits of cooperation 
nurtured during the early years of our assistance programs. 

The European economy was beginning to show signs of inflationary pressure 
even before the Suez crisis broke out. Prices had been increasing and France 
and the United Kingdom were experiencing strained foreign exchange positions 

Also giving concern was the very large surplus position of Germany in the 
European Payments Union which brought questions about the structure of eco 
nomic relations between Germany and the rest of Europe. 

These difficulties were aggravated by the closing of the canal along with con- 
temporary developments in the Near East and North Africa. Most countries 
were able to meet the situation by belt-tightening and other self-help measures, 
together with cooperative United States-European efforts to coordinate the 
procurement and allocation of oil supplies. 

The United Kingdom and French positions required more extensive measures. 
The United Kingdom was granted the right to dispose of its entire quota in the 
International Monetary Fund and obtained a secured $500 million loan from 
the Export-Import Bank: the President requested and the Congress has acted 
to permit the postponement of up to 7 annual payments due under the Anglo 
American financial agreement of 1946; 1 payment has actually been postponed. 

In addition, the German Government has made various financial arrangements 
beneficial to the United Kingdom. France has also been given access to IMF 
resources and has secured a short-term loan of $100 million from United States 
commercial banks. 

The chart on page 8 of your book shows that total OFEC countries’ gold and 
dollar reserves are down only slightly in the last 6 months, although the drop 
would have been much larger had it not been for Germany’s reserve gains and 
the use of special international credits by the United Kingdom and France 
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PROGRESS TOWARD EUROPEAN INTEGRATION 





A most encouraging development during the past year has been a series of new 
efforts made by European nations, including the United Kingdom, toward closer 
unity and cooperation. 

These efforts were initiated before the Suez difficulty, but this crisis gave 
European governments and peoples a new sense of urgency to strengthen both 
European and Atlantic cohesion. 

The new initiatives have significant political implications for European and 
Atlantic unity. With the inception of the Marshall plan and the establishment 
of the OEEC and the EPU, the United States has consistently supported freer, 
nondiscriminatory, multilateral trade and convertibility of currencies, 

This policy embraces the conviction that European economic cooperation can 
help create strength and unity of purpose as a bulwark against (‘ommunist 
subversion or aggression, and can make Europe a more effective partner of the 
United States. It contributes to expanded levels of trade and material well- 
being not only in Europe, but throughout the free world. 

Progress is now being made in several major areas. France, Italy, Germany, 
Belgium, Luxembourg, and the Netherlands have already joined in the European 
Coal and Steel Community and have now negotiated treaties to establish a com- 
mon market and a community for common development of nuclear energy for 
peaceful purposes (EURATOM). Besides being a step in the direction of Eu- 
ropean unity, EURATOM will provide for the efficient development of nuclear 
power on a regional basis, and can be expected to make a major contribution to 
meeting Europe’s growing long-term energy needs. 

The newly expanding nuclear energy work of the OEEC is of similar signifi- 
cance. Under the common market, substantially all barriers to trade among 
the six nations would be eliminated over a 12- to 15-year period, while common 
tariffs would be applied to outside countries. 

The common market will extend beyond the trade field to provide for harmoni- 
zation of economic and social policies among the six. The EURATOM and 
common market treaties are scheduled to be ratified by national parliaments 
during the course of this vear. 

A major related effort is the proposal for formation of a broad European 
free trade area. This would constitute an important step toward closer rela- 
tions between the United Kingdom and continental Europe. 

Negotiations on the proposal have now started in the OKEC in Paris. Accord- 
ing to the plan, the United Kingdom and other interested OEEC countries would 
be associated with the more tightly linked six-nation common market. 

The plan would eliminate barriers to internal trade among member nations 
on a wide range of products, but, except for the six members of the common 
market (who would constitute in effect a single unit of the free trade area), 
member countries would be free to vary their tariffs toward nonmember countries. 

The total effect of past economic programs has been to add to United States 
security and to enhance United States economic growth, directly and indirectly. 
The security effect is apparent. The implications for United States economic 
growth may not be so readily evident. 

European and United States growth support and assist each other, both 
through direct trade and through Europe’s assistance to the growth of other 
areas trading with the United States commodity trade between Europe and the 
United States increased in value by 75 percent from 1950 to 1956. Its importance 
last year is shown in a chart on page 24 of your presentation book. Moreover, 
Europe's ability to support large defense establishments and to assist in the 
economic development of less developed eountries tends to reduce the economie 
burden on the United States. 


THE PROPOSED FISCAL YEAR 1958 PROGRAM 


The proposed fiscal year 1958 program for Europe is again tailored to a few 
critical situations directly related to specific United States strategic interests. 
As shown in the chart on page 6 of your book, we are proposing a total of $63.4 
million for defense support, special assistance, technical cooperation, and joint 
control areas. 

The chart on page 8 shows that this is a sharp reduction from the estimated 
$115.3 million for comparable fiscal year 1957 programs. Total fiscal year 1957 
assistance was increased by section 401 assistance requirements that were un- 
foreseen at the time of last year’s mutual security presentation. [Security 
deletion. ] 






PW 
er 


ve 
th 


nd 
‘nt 
er, 


an 
ist 
he 
I] - 


an 
m- 
for 
1u- 
ar 


ifi- 
ng 


on 


hil- 
nd 
its 


an 
la- 


rd- 
uld 


ns 
on 
a), 
es. 


res 
nie 


th 
ier 
-he 
ce 
er, 

he 
nie 


MUTUAL SECURITY ACT OF 1957 865 


Unforeseen requirements of this nature may of course recur in fiscal year 
1958, in which case special assistance funds would be used to supplement the 
$63.4 million illustrative program presented at this time. There may also be a 
few situations in which development fund loans would be made in the European 
area. 

Again in fiscal year 1958, the largest part of the total program is for Spain. 
This country program includes both defense support and technical cooperation. 
The illustrative amounts and program detail are shown in your presentation 
materials, 

The purpose of the Spanish program is to strengthen Spain’s capacity for co- 
operation with the United States in the construction and use of military bases 
and to further encourage Spanish economic integration with the rest of Western 
Europe. 

The defense support program and a Public Law 480 sales program will bring 
essential commodity imports into Spain, largely surplus agricultural commodities, 
and also generate local currency for economic development and for United States 
military and other uses. 

A $1 million technical cooperation program would continue previous year 
programs to teach improved techniques in Spanish industry and agriculture. 
The programs and Public Law 480 sales planned for Spain would help substan- 
tially to alleviate here pressing problems of economic instability, which are cur- 
rently evidenced in growing inflation and a balance of payments deficit. Spain 
would also be eligible to seek financing from the development fund for sound 
development projects. 

Special assistance for Yugoslavia is included in the fiscal year 1958 program, as 
shown in the presentation materials. The emphasis will be on commodities 
needed from the dollar area to help break production bottlenecks. Together with 
anticipated title I, Public Law 480, shipments, this program is intended to enable 
Yugoslavia to obtain its minimum requirements from abroad without undue 
reliance on the Soviets. This and a $2.5 million technical cooperation program 
would expand the mutually advantageous contacts between Yugoslavs and the 
United States and our European allies. 

Note should be taken of a shift in the funding of technical assistance activities 
for both Spain and Yugoslavia. This involves a nominal change from defense 
support to technical cooperation appropriations, in accordance with a technical 
rearrangement of aid categories. Similar activities in other regions are likewise 
financed by technical cooperation funds. 

We also propose to continue the European technical exchange program, on 
a reduced seale. This would maintain United States support for the highly 
successful and growing cooperative effort of the OEEC countries to strengthen 
institutions and practices conducive to increased productivity. The European 
Productivity Agency and national institutions to promote productivity have taken 
root and their programs have won increasing support. The economic growth 
objective of this program will also be supported by the various regional cooper- 
ative activities previously covered. I mentioned earlier the economic advantages 
to the United States of a high rate of growth of European output. This growth 
is also a vital factor in maintaining western security against possible encroach- 
ments by the Soviet bloc. 

The dual purpose of strengthening the interrelated economies of Europe and 
the United States and their mutual security will also be served by some new 
European initiatives to accelerate the training of scientific and technical per- 
sonnel. The United States has been cooperating in NATO and OEEC analyses of 
western needs and of Soviet bloc activity in this field. The fiscal year 1958 
program includes a small special assistance contribution to European programs 
designed to help close the widening gap between western requirements and esti- 
mated availabilities of highly skilled manpower. The funds would be used to 
finance training and related activities as shown in the presentation book, includ- 
ing minimal training aids and equipment. United States assistance and partic- 
ipation in the development of the proposed scientific and engineering manpower 
activities would help provide a strong and well-directed start. This program 
contemplates sufficient flexibility to use funds outside the OEEC, in the event 
BHURATOM regional training programs are developed in time for United States 
consideration in fiscal year 1958. In carrying out these program activities, ICA 
has arranged to work closely with the National Science Foundation and other 
interested agencies. 

Mr. Elbrick has already explained the importance to the United States of 
continuing certain joint control area programs. The fiscal year 1958 program is 
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proposed on a scale slightly reduced from previous years—$18.9 million in fiseal 
year 1956 and $12.2 million in fiscal year 1957. This would maintain previous 
programs in Berlin, plus some technical assistance in Austria. Except for the 
small technical assistance portion of this program, the dollars will be used to 
purchase surplus agricultural commodities for sale to West Germany under section 
402, and the local currency proceeds will be used for Berlin programs. 


CONCLUSION 


It is crucial to our interests for Europe to remain strong and firmly allied 
to the United States. During the immediate future, this objective can be achieved 
without substantial economic assistance, but our concern with Europe’s economic 
progress will continue, since Europe remains vitally important to the United 
States as a military ally, a customer, and a source of capital for the newly 
developing areas of the world. 


EUROPE 


I believe that the members of this committee are generally familiar with the 
economic situation in Europe, so I will simply submit my prepared statement 
for the record and make one or two brief comments. 

First, Europe plays such a major role in the economic, military, and political 
activities of the world that, despite the fact that no major economic programs 
are proposed for the coming year, it is impossible for us to be oblivious to eco 
nomic trends and developments in the area. Among many possible examples of 
our interest, I might mention that we are concerned with the fact that, as a 
result of the deterioration, the French foreign-exchange position, France has now 
felt it necessary to reimpose quantitative restrictions on imports after having 
gradually lifted them over the past several years. We are concerned with the 
continued efforts of the Communists to capture and contro] the labor-union move 
ment in Europe. We are interested in seeing more European investment in over 
seas areas. We are hopeful that the European business community and Euro 
pean labor will think increasingly in terms of bigger markets, greater production, 
and higher standards of living instead of restrictive agreements and cartel 
arrangements. 

Now I would like to ask you to turn to page 1 in the European presentation 
book. On that page you will see the programs which we are proposing for 1958. 
This program will be familiar to most of you since, by and large, it carries for- 
ward activities which have previously been reviewed by the committee. Spain, 
Yugoslavia, and West Berlin are again included. For both Spain and Yugo- 
Slavia, we would expect that there would be interest in purchases under Public 
Law 480 in addition to the MSP program. 

Although the bilateral programs in Europe have now been discontinued ex- 
cept for small TE programs in France, Italy, and Iceland, we propose to con- 
tinue to help the OEEC in its efforts to stimulate greater economic cooperation 
and productivity. The capital fund established for this purpose in 1953 is now 
virtually exhausted. Last year the member governments were faced with a choice 
of either closing out the program or substantially increasing their own contribu- 
tions. We were gratified that thev chose the latter course and thus indicated 
their belief in the worthwhileness of this work. 

The last item on this list is a new program. For some time, people both in 
this country and in Europe have been alarmed at the rate at which scientific and 
engineering talent is being turned out in the Soviet bloc. The Three Wise Men 
of NATO who last year reviewed possible courses of action which NATO could 
take in the economic field, recommended that this problem receive priority con- 
sideration. The proposal here is to use United States funds to attack this prob- 
lem both by accelerating the rate of scientific and engineering training and by 
encouraging European scientists to direct their efforts more to applied research 
The proposed projects to be carried out under this program are listed in the 
textual description on page 115 of the book. 

We are, of course, gratified at the economic progress which Western Europe 
has made in recent years. Present discussions looking toward the establishment 
of a common market and a free trade area within Europe give promise of even 
greater economic developments to come. While these efforts can be under- 
taken without United States financial assistance, the whole world will he watch- 
ing them with increasing interest. 
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Chairman Keriy. Our next witness will be Gen. John S. Guthrie, 
Director, European Region, International Security Affairs, Depart- 
ment of Defense. 

Without objection, we will make General Guthrie’s statement a part 
of the record at this point. 

( The statement referred to is as follows:) 


STATEMENT OF BRIG. GEN. JOHN S. GUTHRIE, DIRECTOR, EURO- 


PEAN REGION, INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


Mr. Chairman and members of the committee, a strong deterrent to Soviet 
aggression must be maintained as an integral part of security arrangements in 
the free world. The present powerful position in Western Europe has been 
achieved only through the combined efforts of the Western European nations 
themselves, and by the United States military assistance program. In order 
to maintain this position against constantly increasing Soviet capabilities, fur- 
ther military assistance to the members of the North Atlantic Treaty Organiza- 
tion and to other nations of Western Europe is provided for in the President’s 
mutual security program for fiscal year 1958. 

The Supreme Allied Commander, Europe, Gen. Lauris Norstad, in his testi- 
mony before this committee on June 11, stressed the vital role which military 
assistance has played to date in the success achieved by the NATO alliance. In 
discussing the relationship, insofar as you are now considering the fiscal year 
1958 military assistance program to the NATO shield forces, General Norstad 
emphasized the necessity for continuing the modernization program, particularly 
the provision of advanced weapons. 

In this presentation I wish to emphasize in further detail the accomplishments 
of our military assistance programs in Europe, particularly with respect to the 
NATO nations. I will also present the major materiel and training require- 
ments which we plan to meet through our fiscal year 1958 program for Europe. 

This is an extremely important period in our consideration of the problems 
which the mutual security program is designed to help solve. About a year ago 
there was a feeling that the U. S. S. R. might have substituted a concerted cam- 
paign of economic penetration for its normal tactics of open aggression and 
strongly worded threats. However, this possibility disappeared with Soviet re- 
pression in Hungary and official Soviet threats against NATO members concern- 
ing their plans to develop defensive atomic capabilities. These developments 
have served to highlight the fact that there is no essential change in the ultimate 
Communist goal of world domination, and that the courageous attitude of our 
Furopean allies in response to this challenge results in large measure from their 
membership in the powerful NATO alliance which our creative and material re- 
sources have made possible. 

Since 1949, NATO has been engaged in the development of a unified military 
force capable of meeting the expanding Communist threat. These mutual efforts 
have resulted in the development of forces vastly superior in size, quality, and 
effectiveness over the small inexperienced and untrained national contingents 
which in 1949 were united only by a mutual fear of Soviet aggression. 

It should be borne in mind that our partners in NATO have made contribu- 
tions to the common defense effort far in excess of the amounts we have spent 
in providing military assistance to them. A comparison of the contributions of 
the European countries and our own MAP assistance to them shows that they 
have spent about $6.35 to help themselves for each dollar we have spent to help 
them. 

It is possible that certain of our allies will be forced by economic considera- 

tions to reduce their future defense expenditures. In addition, local political 
conditions, have resulted in attacks upon defense budgets in many of the NATO 
nations. Despite these considerations, it is anticipated that the overall defense 
expenditures of the NATO countries in fiscal year 1958 will equal those of fiscal 
year 1957. 
* In addition to United States MAP support to NATO, it should be recognized 
that Canada has provided nearly $1% billion worth of military material and 
training assistance to NATO nations during the past 7 years. In view of the 
relative size and productivity of the two countries, this Canadian effort com- 
pares favorably with the United States expenditure of about $12% billion during 
the same general period. 

Prior to discussing NATO in general, I would like to draw your attention 
to two very special developments relating to the Federal Republic of Germany. 
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First, the extremely favorable German economic position has permitted a 
complete transition from United States grant aid to direct German purchase 
in the procurement of materiel. However, deliveries under past grant aid 
commitments are continuing in consonance with the phased requirements of 
the German force buildup. 

The second point is that the Germans can soon commit to NATO a number 
of divisions with limited but developing combat potential. Our grant assist- 
ance, supplemented by German purchases therefore provides the basis for a 
substantial and increasing German contribution to the NATO defensive alliance. 

The fiscal year 1958 military assistance program for Western Europe has 
as its objectives the modernization of NATO forces, maintenance of required 
conventional NATO forces and continuation of essential aid programs for sey- 
eral other European countries. The total fund request for all of these coun- 
tries, excluding the new weapons program which has not yet been allocated 
on a country basis, is $338.5 million. Of this amount $282.4 is for the NATO 
nations, less Greece and Turkey. 

A clarification of the terms “New weapons” and “Modern weapons” may well 
be in order, in view of the manner in which they have been publicized in recent 
months. In the Department of Defense, we consider these terms to include 
Weapons possessing a nuclear capability together with advanced and closely 
controlled techniques, generally in the field of electronics. For the purpose 
of this presentation, the modernization program for 1957-58 includes Century 
series aircraft, missiles such as Nike, Matador, Honest John, and other items 

The new weapons portion of the fiscal year 1958S program is designed to assist 
our European ailies in meeting their NATO force commitments and thus pro- 
vide the deterrent necessary to meet continuing Communist technical advances 
Within the country programs, there is a total of $18.1 million for new weapons. 
Over-and above this, we are requesting $296.5 million, which has not yet been 
broken down among the NATO nations. 

We are requesting $118 million for maintenance in our fiscal year 1958 pro 
gram. This is to assist our allies in the protection of our mutual investment 
in their forces and to provide continuity and balance within these forces as 
we enter into the new weapons modernization phase. 

We are also requesting $86.1 million for assistance to non-NATO countries 
such as Spain and Yugoslavia. 

I believe it would be well to highlight the continually decreasing percentage 
of the military assistance program which is devoted to Europe. In 1957, only 
25 percent of the total military assistance program is allocated to Europe com- 
pared to the 79 percent it received in 1950. The percentages of completed 
deliveries of programed items by category is as follows: 


Percent 
Ammunition (small arms) ‘ out ’ _. &6 
ES cera eee papace ei 82 
NING i sicice sahacthlntenidin. Ss sisasesh aacvie bowl ee ; 2 
NEED ia tetas ig g 99 
RR oe a Lee ete na esd abv ian ot , : 5 


In summary, I should like to emphasize the following conclusions : 

1. Eight years of collective effort has greatly increased the forces available 
to NATO in 1949, and has tremendously enhanced their effectiveness. 

2. Modern weapons are required for NATO forces to maintain an effective 
deterrent against the Soviet bloc. 

3. Germany is providing the initial increments of a major force contribution 
to the defense of Western Europe. 

4. Military assistance to NATO amounts to less than 15 percent ($12.3 billion) 
of European NATO defense costs since 1950; at the same time, our partners have 
contributed over 85 percent ($78.2 billion). 

I am prepared to answer any questions which you may have with regard to 
the subjects covered above. 


General Gururete. I think I would like to refer to the charts. 

Madam Chairman and members of the committee, since my subject 
matter has already been covered rather thoroughly by both General 
Norstad, and to some extent by Secretary Sprague, I will limit my for- 
mal remarks to the matter contained in the charts, but will be pre- 
pared to answer questions about any of the countries in the European 
region after I have concluded with the charts. 
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Incidentally, these charts are unclassified, and I have the classified 
matter referring to them on cards in my hand. 


CHART I 
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The first chart shows the general military situation in E urope, indi- 
cating the Soviet bloc, ine luding the satellite countries, 255 line divi- 
sions, 22,500 operational aircraft and the second largest navy in the 
world, including notably 400 submarines. 
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Back in 1950, the inception of NATO, we had some 15 operational 
airfields, about 27 active and reserve divisions, some 288 combat ships, 
about four-hundred-odd jet aircraft, and some 2,000 tanks, mainly 
of World War II vintage. Asa result primarily of the aid program 
and its effect on the countries of European NATO, we now can claim 
163 operational airfields in our area. You will recall General Norstad 
spoke of airfields on a worldwide basis. 

Today, we have [security deletion] more than twice as many divi- 
sions, active and reserve [security deletion], considerably more major 
combat vessels [security deletion], and a manifold increase in jet air- 
craft of all types, and [security deletion] tanks. 

Asa result of our aid, of course, this all has resulted in better organi- 
zation, training, and morale. 

Mr. Sevpen. How many NATO divisions did you say there were at 
the present time ? 

[Security deletion. ] 

CuHart III 


USSPENDS 





General Gururte. This has not all been brought about directly as a 
result of our dollar aid, because we compute that for every dollar we 
have spent on defense in these countries they collectively have spent 
over the period of time since NATO started about $6.35 from their 
own resources. 
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CHART IV 
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This is shown more graphically on this chart here. This lists the 
United States expenditures, the high being a peak of $3.2 billion in 
1953, and about 1.7 in 1956. 

Compared to this the European NATO countries expended the 
amounts shown on the bar graph, 12.8 in 1953 out of a total of $16 
billion and 13.1 in 1956, or, in all, about $78 billion as contrasted to $12 
billion, roughly, which we have sent over there. 

Mr. Pitcuer. Back there, does that mean that NATO has [security 
deletion] that many active divisions 

General Gurnee. Right now. 

Mr. Pitcner. That is active and reserve ? 

General Gururiz. That does not include Turkey and Greece. 

Mr. Pitcuer. I noticed in Mr. Elbrick’s statement he said we have 
more than 80 trained divisions. 

General Gururie. That may have included Greece and Turkey. 

Mr. Expsrick. That is right. 

Mr. Morano. And Spain, too? 

General Gutnrtie. No, sir. 

Mr. Morano. Do you include or exclude Turkey and Greece, they 
being NATO countries, out of the number of divisions given to us? 
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Mr. PitcuEer. Why would they be included in the [security deletion ] 
European NATO divisions? 

General GuTHrim. Due to our ISA organization, the Mid-East 
region includes Greece and Turkey. They were discussed with your 
committee yesterday by Admiral Bergin. My part of the area ex- 
cludes them for our purposes. 

Mr. Morano. The chart says “European NATO countries.” Then 
you consider Greece and Turkey not European ¢ 

General Gurnrim. We consider them in the Middle East in our 
organization. It is an arbitrary division. 

Mr. Pircner. When we speak of NATO’s power, if we make a 
remark that there are on ly oy deletion | to many divisions, and 
then somebody thinks that Greece belongs to NATO, and we s ay we 
have more than 80 divisions, that is confusing. 

General Gurnriz. We show more than 80 in the total, including 
Greece and Turkey. 

Mr. Prrcner. How many do you show? 

General Gururir. I would have to get it out of one of the books 
here. 

Mr. a. ony Isay one word? It is confusing, I agree, to talk 
about NATO power and xi have to justify a European program 
without reference to Greece and Turkey because it happens that neither 
the State Department nor the Defense Department is organized to 
handle Greek and Turkish at 
pean countries. Of course, when you are talking about NATO as 
whole, you can’t possibly ignore Greece and Turkey. They are impor 


1: “irs tov. ther with those of other Kuro 


tant to the alliance. 

Mr. Puwcuer. Was that vour reason for your saying in your state 
ment that the Kuropean ul had more than 80 divisions? 

Mr. Exrsrick. I think it is more than 80 divisions, not counting 
United States divanons. 

Chairman Keniy. Mr. Elbrick, isn’t this a new presentation? Last 
year vou included it inthe NATO setup. 
} Mr. =: ye I didn’t hear that 

Mr. Exesrick. I don’t thinks 

( Roan Kenuy. We always considered Greece and Turkey in the 
NATO setup. I think thisisa new-type setup. If you will check that. 
You had better give both, the total for NATO when you refer 
to NATO, including Greece and Turkey, and excluding it from the 
Middle East setup. 

Mr. MorANO. There is a purpose, of course, behind the reason for 
the presentation in this fashion. Can you express that purpose ? 

Mr. IcLBRICK. In the case of the State DD partment, (creece and Tur 
key are excluded from the Bureau of European Affairs. ‘This has 
keen so for administrative and other reasons for years. Therefore, 
the justification of the program for Greece and Turkey would be il 
cluded under the pre neon of the Bureau of Near Eastern _ 
African Affairs. It is purely an administrative reason, Mr. Moran: 

Mr. Morano. We take it that your figure as to the number of divi 
sions is the correct figure of all NA’ LO power / 

Mr. Puwcuer. Including Greece and Turkey ? 

Mr. Exvprick. I believe that is right. 

Mr. Fasceii. General, would you relate the difference, the ratio of 
the $12 billion to $78 billion ? 
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General Gururir. This is the figure for European NATO. 

Mr. Fasceitu. Do you have the ‘figure on NATO completely ¢ 

General Gurnee. No, sir. I donot. We can get it. 

Mr. Fascetn. Can anybody tell me offhand if it would bear the same 
relationship ¢ 

General Gururtr. I am sure it wouldn’t, because Greece and Turkey 
are comparatively poor countries. 

Mr. Morano. Would the gentleman yield at that point? 

Mr. Fascetu. Yes. 

Mr. Morano. The ratio of 6 to 1 would be reduced perhaps to 414 
tod to lif you included Turkey and Greece 4 

General Gururtr. I don’t know. It would be reduced, I am sure. 

Mr. Pitcuer. In one of those statements it said that we are spend- 
ing about 6 to 1, and the other statement says we are spending 8 to 1. 
Which one is correct? Mr, Elbrick’s statement says they are spending 
$8 to our 1, and your statement says they are spending 6 to 1. 

General Gururin. My statement included the whole from 1950 to 
1956. I think if you look at the 1956 figure of 1.7, it is about 12 per 
cent of a total of $14.8 billion. 

Mr. Prncner. What confuses me is that when we go in a district, 
people like myse If that sup port this program, where 90 percent of Si 
people in my district are against the program, and I get up and ma! 

a statement quoting the Secretary of State, that they are spe nding 8 
to 1, and then the military says they are spending 6 to 1. It is all 
supposed to be NATO. 

General Gurnriz. My 6 to 1 figure is for the whole period. 

Mr. Jackson. Off the record. 

(Discussion off the record.) 

Mr. Pitcner. That is all. I hate to give the wrong information. 
As we have it here, a brigadier general in the Army has given one state- 
ment and the Secretary of State has given another, neither of which 
agrees. 

Chairman Ketiy. Mr. Elbrick will answer your question. 

Mr. Exrrick. I think I used both figures. One figure refers to the 
total since the aid program began, the 6 to 1 ratio applied to total 
expenditures from 1949 through 1956, whereas the 8 to 1 refers only to 
last year, to calendar year 1956. In other words, the contributions 
of the European countries in NATO are increasing as time goes on 
reltive to the amount of aid received. 

Chairman Ketiy. The Chair would like to say at this point, that 
you confine your reference to the next year’s program instead of re- 
peating from 1950 to 1957. I think it would be more helpful. 

Mr. Hays of Ohio. Madam Chairman, I think it might be worthy 
of note in presenting part of this program that the American people, 
at least the ones I have talked to, and that ranges over a pretty wide 
area, are inclined to accept it as a NATO program. I think it would 
save a lot of confusion if when we talked about the NATO program, 
we discarded this weird definition of the Middle East that the State 
Department has, which includes Greece, and talk about NATO as 
NATO, which is an organization of 15 nations, never mind where they 
are, Then if you must present your presentation on the Middle East, 
and if you want to include those, that is all right with me. But I 
do think that it would save a lot of confusion, not only for the com- 
mittee, but for everybody concerned, if when we talked about NATO 








874 MUTUAL SECURITY ACT OF 1957 


we talked about NATO and not talk about the European NATO and 
Middle East NATO, because most people just don’t understand there 
is such a thing. 

Mr. Morano. I want to associate myself with those remarks. It 
is confusing. If we are dealing with NATO, we should present the 
figures as they purport to be from all of the NATO countries. Any 
other division, such as has been presented here, is confusing. 

Chairman Ketiy. Would the gentleman request that the figures 
that have been presented today which are confusing be changed to 
include the complete NATO. 

Mr. Hays of Ohio. It is merely a suggestion that I have, Madam 
Chairman, if it meets with the wishes of the committee. I think it 
would help with our presentation on the floor, and help dispel con- 
fusion all around if we talk about NATO as NATO. 

Chairman Kertiy. Would the committee care to have those state- 
ments in regard to NATO? 

Mr. Vorys. I think, Madam Chairman, that maybe this committee 
had something to do with keeping Greece and Turkey in the Middle 
East section of the bill some years ago, For a couple of years we had 
the military presented as part of Europe, and the economic as part of 
the Middle East, and that was certainly thoroughly confusing. 

For historic purposes, this [security deletion] number of divisions 
compares with an expected 90 divisions by this time, according to 
testimony in 1951 so there is a reason for giving us those figures for 
comparison. 

While what Mr. Hays says would be helpful in general discussion, 
yet I doubt if we should try to monkey with these charts and figures 
at this time. We can handle that in our own report and in our re- 
marks, There just happens to be two defense regions involved here 
and, our own committee started putting Greece and Turkey into the 
Middle East part of the bill. They are merely following a pattern 
that we started sometime ago. 

Chairman Ketiy. According to the basic law, defense support is 
broken down in the manner in which it is being presented. However, 
in the same basic law, the military section is de voted to a blanket mili- 
tary amount; is that correct, Mr. Westphal? 

Mr. Westpnau. Yes. 

Chairman Ketriy. According to the law, it is the defense support 
that is broken down, excluding Greece and Turkey, Europe, excluding 
Greece and Turkey, then the Near East, including Greece and Turkey. 
On the military section, it is all in one. 

Mr. Vorys. Weare the ones that did it. 

Chairman Ke tty. Mr. Hays. 

Mr. Hays of Ohio. All 1 wanted was a set of figures for NATO, 
period. I wanted that in addition to what they already have, because 
I think it clarifies the matter when you talk about NATO that you ts lk 
about NATO, and you don’t talk about the European NATO countries 
and leave out a couple of the others. 

In other words, as I see it, I would like to present as good a set of 
figuresasI can. If NATO has [security deletion] so many divisions 
in Europe, and Greece and Turkey have [security deletion] an addi- 
tional number, it would look to me as if it would be better to add 
those in. 
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Chairman Ketiy. The only question I have at this moment is, are 
you including figures for Greece and Turkey? And, in addition, in- 
cluding additional military under the Baghdad Pact to those countries ? 
So that if you are giving military aid through NATO to Greece and 
Turkey, are you giving an additional amount to Greece and Turkey 
through the Baghad Pact ? 

[Security deletion ] 

Chairman Ketriy. But under the Richards agreement, an additional 
amount is earmarked for Greece and Turkey. 

Mr. Hays of Ohio. Not Greece. 

Chairman Ketiy. I meant Turkey. So Turkey would be, while you 
are spending, let us say, X number of dollars, then under the Richards 
commitment, Turkey will be assigned Y number of dollars. You would 
have to add X plus Y to get the full amount for Turkey ? 


STATEMENT OF COL. H. H. CRITZ, DEPUTY DIRECTOR, OFFICE OF 
PROGRAMING AND CONTROL, OFFICE OF INTERNATIONAL SE- 
CURITY AFFAIRS, DEPARTMENT OF DEFENSE 


Colonel Crirz. The money which is put in under the Richards mis- 
sion is toward the modernization of the same forces which are com- 
mitted to NATO as well as to the Baghdad Pact. In other words, we 
have created no additional forces under the Baghdad Pact. Mr. Rich- 
ards did contribute to the more rapid modernization of those forces. 

Chairman Ketuy. Then it would be a larger sum ? 

Colonel Crrrz. Not eventually, Mrs. Kelly. Eventually, we would 
have modernized them. He just did it more rapidly, if I can put it on 
that basis. 

Mr. Fasceitt. Now I am thoroughly confused. In the summary for 
Europe, the NATO summary for Europe, it says: 

Fiscal 1950 to 1957 total, programs, $12,628,889,000. This includes Greece and 
Turkey. 

Is this a different figure from that figure which doesn’t include 
Greece and Turkey ? 

General Gururir. This figure does. 

Mr. Fascetu. It is page 125 of the European summary. 

Colonel Crirz. We tried to comply with the wishes of frequent ques- 
tions in the past. There isa NATO summary in there and there is a 
European summary. The NATO summary includes Greece and 
Turkey, as stated, but in front of the book there is a European summary 
which does not. We have both in the book, Europe without Greece 
and Turkey, and NATO with Greece and Turkey. 

Mr. Fascetu. Let me iron that thing out once and for all in my own 
mind. On page 5, is this the European summary you were talking 
about ? 

Colonel Crirz. $11,927,000,000. 

Mr. Fascrii. What page are you talking about in the summary? 
Is it page 4% 

Colonel Crrrz. Page 10 is the one that gives the military. 

Chairman Ketiy. Would you speak so we can hear. 

Colonel Crirz. On page 10 is the European summary, without 
Greece and Turkey, showing the total of $11,927,034,000. That is 
through fiscal year 1957. 

Chairman Ketuy. Is the gentleman finished ¢ 

















876 MUTUAL SECURITY ACT OF 1957 





Mr. Fascerz. I am just trying to find the comparable chart on 
curope that exists for the NATO summary. 

Colonel Crirz. The comparable chart is on pages 15 and 16. 

Mr. Fasceii. Thank you. 

Chairman Ketry. Is that all, Mr. Fascell? 

Mr. Fascetu. Yes. 

Mr. Vorys. This has to do with the same matter. These secret 
books may confuse us but will not confuse the public or the Congress. 
This unsecret brown book has the summary presentation. I am oe 
ing at page 148, where I find Europe, the military assistance for fisca 
1956, 1957, and proposed 1958. It gives the totals of the present ae 
grams and $401,909,000 for the request. 

Down at the bottom of the page there is shown, “Total—Near Fast, 
South Asia and Africa” are similar figures, and the total is 
$695.207.000. - 

Now, which place is Greece and Turkey in? Are they in under 
Europe up above or are they under Near East, South Asia and 
Africa? 

Mr. Exsricx. They are under the Near East, South Asia, and 
Africa. 

Mr. Vorys. There is a Near East of four hundred and sixty-nine, 
seven three eight dollars. 

Chairman Ketiy. They are in that? 

Mr. Exsrick. That is right. 

Mr. Hays of Ohio. Your military assistance is not there. It is 
represented by a bunch of X’s which are not added in? 

Mr. Pincner. There is no military assistance in that which you are 
reading. 

Colonel Crrrz. Yes, sir; $390 million. 

Mr. Vorys. It isdown here at the recapitulation. 

Colonel Crrrz. That includes Greece and Turkey. 

Mr. Vorys. Are the numbers of tee classified or clear? 

General Gururiz. They are classified, sir. They would pertain to 
divisions being formed, divisions that are aie ted at the end of the 
year, and divisions in being. They are classified. 

Mr. Vorys. I mean, this [security deletion] figure which was in 
your—— 

General Gururtisz. That is the figure the NATO countries of Europe 
have obligated themselves to provide by the end of this calendar 
year. 

Mr. Vorys. Is that in yours— 

General Gurnete. It 1s not in the unclassified. 

Mr. Vorys. Mr. Elbrick, that which was in-your statement today, 
is that a classified statement or clear? 

Mr. Expricx. The 1958 figures are classified. But the over-80 
NATO divisions, as I understand it, is not a classified figure. In fact, 
President Eisenhower, I think, has already referred to that publicly, 
“over 80 divisions for all of the NATO countries.” 

Chairman Keitiy. We are in executive session. 

Mr. Jupp. In the term “all NATO countries” do you include the 
United States ? 

Mr. Expricrk. No, in addition to those of the United States. 
Mr. Jupp. That more than 80 divisions includes our 20? 
Mr. Sevven. He said the 80 divisions are in addition to our forces. 
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Mr. Vorys. I just want to ask one more = ion on this: If the 
reason that you put military this time for Greece and Turkey into 
the Near East had anything to do with this future assignment of 
appropriations to defe nse? 

As Mrs. Kelly points out, the Congress carried them in military 
in Europe, and Sidinee support in the Middle East last year; isn’t that 
correct ¢ 

Colonel Crrrz. May I comment on that, sir? For the last 3 years, 
Mr. Vorys, we have been carrying Greece and Turkey in our Middle 
East presentation. We have always attempted, in our discussions 
on Europe, where we were getting into NATO, to have a special 
NATO tabulation which would include it just for information, but 
our European presentation itself, just Europe, excluded those figures. 

Mr. Vorys. So this is no different from the way we have been doing 

for 3 years ¢ 

Colonel Crirz. No, sir. 


STATEMENT OF BENJAMIN FORMAN, OFFICE OF GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE 


Mr. Forman. As this act was originally enacted in 1954, Mr. Vorys, 
there was no regional breakdown on the appropriation, and there is 
none now. However, there was a ceiling on deliveries which was 
broken down by regional areas, and in that breakdown the European 
area did exclude Greece and Turkey just as it still does for defense 
support. Last year you removed that regional breakdown, but nec- 
essar ily we maintain the same arrangements in our presentations. 

Mr. Fascriy. In the meantime, Greece is still in Kurope ? 

Mr. Founratn. You have given us the United States contribution 
as compared with the collective NATO contributions from 1950 
through 1956. I wonder if you would give us the contribution of each 
of the NATO nations as compared with our contributions from 1950 
through 1956 and during the year 1956, 

General Gururir. I heard you ask that question previously, sir. 
[ did prepare it. I did not prepare a separate one for 1956. I hada 
percentage figure of various countries. This is listed as the amount 
of assistance expressed in percentage of the defense expenditures of 
each of these countries which are directly the result of military aid: 

Belgium- ee is 45 percent; Denmark, 44; France, 20; 
Germany, 6.1; Italy, 27.1; the Netherlands, 36; Norw ay, 62.9; Portu- 
gal, 45.8; United nedor, 2.7. 

Mr. Hays of Ohio. That isa percentage of what ? 

General Gurnee. Military aid as a percentage of each country’s 
defense budget. 

Mr. Hays of Ohio. Which we are giving them / 

General Gururir. Yes, over the period from 1950 to 1956. I can 
get them broken down. 

Mr. Founratn. You have a figure there of about 6 to 1. I would be 
interested in knowing what the figure is with respect to each country, 
whether it is 5 to 1 or 2 to 1, whatever it may be. 

General Gururiz. We can compute it. 
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(The information is as follows :) 


United States military assistance as percent of defense expenditure, selected 
NATO countries 


Calendar year 
Country 


1956 





Denmark._. 

France ; 

Germany (1953 commitme nt) - 
Italy ; 

Netherlands 

Norway 

Portugal piesa 
United Ki ngdom 


Total, European NATO (including Greece and Turkey) 


Mr. Hays of Ohio. Will you yield Q 

Mr. Founrarn. It seems to me we will need that for debate on the 
floor. Whether it is classified or unclassified, I don’t know. 

Mr. Hays of Ohio. Just to use one, what did you say our support 
to the United Kingdom was? 

Mr. Guturte. 2.7 percent of their defense budget. 

Mr. Hays of Ohio. Say 3 percent. We have contributed 3 percent 
to their defense budget over these years ? 

General Gurnrim. Yes, whereas in Norway it is almost 63 percent. 

Mr. Hays of Ohio. They have contributed 33 to 1? 

General Gururie. Yes, over 97 percent of their own. 

Chairman Ketiy. You spoke of [security deletion] NATO divi- 
sions excluding Greece and Turkey. You then referred to the number 
80, over 80. Could we have exac tly the number over 80 ? 

General Gururre. I have it here. It is classified. It is based on 
the commitments the countries have made to the NATO organization 
to produce—— 

Chairman Ketiy. You want this off the record ? 

General Gururir. I think it will be better. 

( Discussion off the record.) 

Mr. Setpen. What is the total number of men in a NATO division ? 

General Gururime. That is variable, but I would say a good rule-of- 
thumb figure is 15.000. 

Mr. Sevpen. Is that the average number in the divisions that you 
are discussing ? 

General Gururie. It does not include the backup forces, such as 
quartermaster. 

Mr. Corrin. Would the gentleman yield ? 

Mr. Sevpen. Yes. 

Mr. Corrin. This can be off the record. 

(Discussion off the record.) 

Mr. Jackson. General, if the blow fell tomorrow, conceivably how 
many bodies are actually in uniform, distinguishing now from the 
reserve forces which may be called up, commitments which may be 
fulfilled, how many divisions are there, including Greece and Tur ‘ke Vv, 
actually in the state of being today ? 

Chairman Ketiy. You mean, ready ? 

[Security deletion. ] 
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Mr. Jackson. What is the state of readiness or the percentage of 
readiness of the other divisions ? 

General Gururie. They are scaled by General Norstad’s headquar- 
ters on a basis of the local countr y’s mobilization. They estimate that 
this one, for instance, might be ready in 3 days, another in 7, or another 
in 30 or even in 60 days, depending on their own local systems. 

I wouldn’t want to give you an overall average without consulting 
our figures. 

Mrs. Cuurcu. Would the gentleman yield? The other morning, I 
think we were given a figure of more than 200 divisions as represent- 
ing the strength of the free world. I wonder if you could tell me how 
much of that is in readiness, corresponding to the question about 
NATO of Mr. Jackson ? 

General Gururim. I can get you the answer, Madam Congress- 
woman. 

Mrs. Cuurcu. May we have the answer to that ? 

Colonel Crirz. May I answer, please? Other than NATO, all of 
the units which we support in the rest of the world are active and 
in being. 

Mrs. Cuvrcn. Is the upper figure of NATO included in the [se- 
curity deletion | overall number of divisions ¢ 

Colonel Crrrz. They are. 

Mrs. Cuurcn. We would have to subtract the difference [security 
deletion | to get the total. What does that make? 

[Security deletion. | 

Mrs. Cuurcnu. Active and ready divisions? 

Colonel Crirz. Yes. 

Mr. Vorys. One question on that. As I understand it, part of our 
plan is to have these European reserve divisions somewhat like the 
Swiss, where each fellow knows exactly where he is going when the 
balloon goes up, and he is trained for that, and the reserves are far 
more effective under that system than our reserves in the United States 
where we don’t know where we are going to fight or when, and you 
have to have reserves ready to go all over the world. 

Maybe I am putting the answer in your mouth. Is this NATO re- 
serve force along that line? 

General Gutnrie. First, I wouldn’t admit any reserves in any coun- 
try are better than our own. I would say their system, their tradi- 
tional European system, because they are so close to their neighbors, 
has always been a much more rapid system of gathering their people 
at one place with weapons in their hands than our system has been. 

Mr. Fascetu. I was interested which country in Europe is at the top 
of the preparedness list. 

General Gururiz. There are several of them that are quite good. I 
could give you the upper third and lower third, if you would like to do 
it that way, sir. 

Mr. Jupp. What are the bests? 

Mr. Fascetu. I am not delicate on the subject. 

[Security deletion. ] 

Mr. Jackson. Where do you rate the Turks, General ? 

[Security deletion. ] 
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Mr. Corrtn. Of the [security deletion] divisions you spoke about, 
how many of those are United States divisions, either here or abroad, 
or how many, conversely, are divisions of other countries ? 

General Gururtr. I beg your pardon, sir, on the first part of your 
question. 

Mr. Corrin. Of the [security deletion] divisions that the gentle- 
man said were reasonably ready for mobilization, how many of those 
are United States divisions? 

Colonel Crirz. None, sir. I was speaking only of allies. 

Mr. Corrry. You say the free world strength outside of the United 
States is more than 200 divisions, of which [secur ity deletion | are rea- 
sonably ready. How many divisions in addition to that does the 
United States have either here or abroad 2 

Colonel Crirz. The United States at this moment has 18 divisions 
in the Army and 3 divisions in the Marines, for 21 active divisions. 

Mrs. Cuurcu. Would the gentleman yie ld? The thought occurs to 
me, are the more than 200 divisions judged on the basis of what we 
call a division or of what each country calls a division ? 

Colonel Crrrz. It varies by country. A division in South Vietnam 
will not exceed 7,000 or 8,090 men. It will not have heavy armor or 
equipment. It will be mostly light weapons, machineguns, morta 
and things of that sort. Whereas a European division is more on the 
scale of ours, a heavy division. 

Mr. Corrrn. The total free world strength is more than 200, of 
which [security deletion | most are reasonably ready ? 

Colonel Crrrz. I would say that is [security deletion] correct. 

Mr. Corrtn. As opposed to 255 Soviet divisions, plus the 

Colonel Crrrz. Plus the 200 in China. 

Mrs. Crrurcn. For years in this committee we heard about 175 
Soviet divisions. When did it jump—— 

Colonel Crrrz. It is still 175. He was including the satellites. 

Mr. Hays of Ohio. Now we talk about how many divisions the 
free world has. I suppose if that figure is going to mean anything, I 
think it would be nice to know what countries are being counted. Do 
you include Spain ? 

Colonel Crirz. Yes, sir. we do. In fact we include all countries 
with whom we have military alliances. 

Mr. Hays of Ohio. Do vou include any divisions in what we like 
to call the Near East outside of Greece and Turkey ? 

Colonel Crrrz. It includes Greece, Turkey, Iraq, Iran, Pakistan, and 
Ethiopia, in the Middle East. 

Mr. Jupp. How about Yugoslavia ? 

Colonel Crrrz. It does not, sir. 

Mr. Hays of Ohio. How about Saudi Arabia? 

Colonel Crrrz. It does not, sir. 

Mr. Hays of Ohio. Australia ? 

Colonel Crirz. Yes.sir. New Zealand. 

Mr. Hays of Ohio. Do you include any in South America ? 

Colonel Crrrz. Not in the division computation, except in the case 
of Brazil. Brazil does have divisions. The others are all small units. 

Mr. Jackson. Will the gentleman yield? What divisions does 
E thiopia have ? 

[Security deletion. ] 
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Mr. Hays of Ohio. This figure of 175 makes us feel good, but when 
you get right down to how many of them are going to be there when 
the time comes or ever going to get there, it is a substantially smaller 
figure. Thatis all. 

Mr. O'Hara. Being new on this committee, I would like to get a 
realistic picture. You speak of so many divisions. What is the index 
of the effectiveness of that number of divisions? It is easy enough to 
say 200 divisions. How does it analyze into real strength / 

General Gururre. I can speak for General Norstad’s he: adquarters, 
the system that he uses. It 1s based upon the strength of the unit, its 
equipment, its mobilization system, the amount of annual refresher 
training or biennial refresher training that the unit is given as a unit, 
including its communications and transport: ution. Those are built 
into a factor and the divisions are rated as 60, 75 percent, or whatever. 

Mr. O’Hara. Perhaps this is an impossible question to answer. If 
you were to take these 200 divisions, how many American divisions 
would you trade them for? [Security deletion. | 

General Gururte. Of course, Mr. Congressman, by maintaining 
these more than 200 divisions, we all know we are trading for a vast 
number of American troops who would have to do the same thing if 
we didn’t have the other nations allied with us. 

Mr. O’Hara. I am asking the question for this reason. We will 
probably be using on the floor the amount of money we are saving 
stemming from the fact that it costs less to support soldiers of other 
countries. Somebody will ask just the question I am asking you. It 
may cost us six times more to support an American soldier than to 
support a soldier in one of our friendly countries, but how do the 
two soldiers compare in combat effectiveness. 

Mr. Jackson. I think everyone knows that between Verdun and 
Sedan there was a great. difference in the French Army, in the morale 
factor, the spirit, the willingness to fight. Would you care to comment 
as to the state of morale, the determination, the willingness to fight 
if need be, among these allies? I mention the French because of the 
tremendous difference in the two French armies of World War I and 
World War II. And whatever happened during that period to com- 
pletely change the complexion of those two armies. What is the 
situation today ? 

[Security deletion. ] 

Mr. Founratn. General, would not the effectiveness of the men in 
uniform depend to a very large extent upon the internal situation in 
each of those countries ? 

General Guturie. It certainly does. 

Mr. Founrarn. It might well be that some would be on the other 
side of the fence if the internal situation was bad ? 

General Gururtr. I don’t think it is likely in Europe. 

Mr. Fountratn. Even a small group of people opposing or fighting 
their government from within can seriously impair its military opera- 
tions. 

Chairman Kerry. Before the next question, I wonder if the mem- 
bers of the committee would confine their questions to Europe as far 
as these maps are concerned, so we can continue with the 5-minute 
rule, and then you can cover whatever you can. 


Mr. Fascetz. I would like to get back to the chart, Madam Chair- 
man. 
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Mr. Hays of Ohio. I have just one question, which is outside, but 
which I think is pertinent. When you are counting up these divisions 
of the so-called free world, do you c ount Israel at all ? 

Colonel Crirz. No, sir. 

Mr. Fasceux. In trying to arrive at the valuation of the European 
ps sre as a matter of defense, it would seem to me I could better 

valuate it if I knew how much above normal effort they are having to 
sealed. 3 in other words, how much of this blue stuff would they ke. ep, 
ordinarily, today? 

General Guturre. I think perhaps Mr. Elbrick could answer that 
better than I. 

Mr. Exsricx. I will try. I think that undoubtedly the marginal 
effort expended by the U nited States, and, in this case, as we see by 
the chart, it is somewhat marginal. The dark blue, our aid, is that 
essential part of the defense of Europe without which the European 
countries themselves would feel that they were literally undefended 
and that their defense effort would not be worthwhile. We are supply- 
ing to E juropean countries— 

Mr. Fascetx. Do you mean, at that point, that, if the United States 
had not _— the $12 billion from 1950 through 1956, the European 
countries would not have spent the $78 billion 

Mr. Exsrickx. That is my opinion. 

Mr. Fascexz. In other words, they would have had no defense of 
any kind? 

Mr. Exsrick. I don’t say that. I don’t think their defense would 
have been nearly as great, because I don’t think they would have felt 
the effort was worthwhile if they didn’t have the best defense. 

Mr. Fascety. We have pumped them up until they have made a $78 
billion contribution in 6 years. Does anybody hi ave an idea of the 
contribution they would have made without our giving them adren- 
alin ? 

Mr. Exprick. It is difficult to say. I think it might be said that 
they might not have made the effort at all were it not for the organiza- 
tion of NATO. 

Mr. Fascetu. Is it your testimony that you feel it is a fair statement 
to make today, in 1957, without the contribution of $12 billion and the 
NATO effort that there would have been no defense in the individual 
European countries? 

Mr. Exsrick. I couldn’t say that 

Mr. Fascetu. Very little defense ? 

Mr. Exsrick. Certainly, less than they have put forth. 

Mr. Fascetu. That doesn’t help me too much. That is too cautious 
a statement. 

Mr. Exsrick. I would like to be able to help you. But I don’t see 
how you can estimate this thing. 

Mr. Fascety. Is there any way to relate it? 

Mr. Vorys. Would the gentleman yield to me? 

Mr. Fasceiy. Yes. 

Mr. Vorys. In the fall of 1949, when we were taking up the first 
military aid program, I said to not Bradley, “How about the will 
to fight over there? He said, “I don’t know.” I said, “Why should 
we deliver these weapons unless we know they have the will to fight?” 

He said, “Sometimes the will to fight doesn’t exist until you know 
you have some weapons.” As to which came first, he was very definite 


ip 
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in saying that it was the delivery of the weapons that created the will 
to resist. I don’t know whether that was in a closed session or not. 
His comment as of that time was that it took the sending of weapons 
to create the will to resist. That is along the line of what you are 
asking. 

Mr. Fasceti. We could change that problem another way around, 
and that would be to say that, assuming we scaled down by 50 percent 
what we are doing with respect to military effort in European coun- 
tries, how would that be reflected in the effort of the European 
countries ¢ 

Chairman Ketity. Which of the witnesses will try to answer that? 

Mr. Exsricx. I will try. I think the scaling down of which you 
speak of, 50 percent, in our aid at the present time would be a jolt, 
a big jolt, to our European allies, because the assistance that we are 
providing, $1.7 billion in 1956, is directed chiefly toward supplying 
our allies with modern w eapons, with the modern implements of de- 
fense which they themselves are unable to produce or have not the 
dollars to buy. If they did not have these new weapons, I think their 
will to resist, their willingness to present a united front in the case 
of aggression, would be weakened. This is only natural because with- 
out the modern weapons they don’t stand much of a chance to defend 
themselves, and they are quite aware of this fact, of course. 

So, if you cut 50 percent out of the program, I think you also cut into 
the European countries’ will to resist or to build up their own defense 
effort. 

Mr. Jupp. Madam Chairman, it would be lots more helpful if some 
of our European allies wouldn’t be so willing to do things that shake 
the morale of our other allies. It would certainly jolt them if we were 
to wobble, but some of them don’t hesitate to build up the enemies of 
our allies in Asia by resuming trade and all the rest with Communist 
China. We have to work with both Europe and Asia. It is discourag- 
ing sometimes to do all we do to help them in Europe, and then they 
don’t hesitate to turn around and kick our allies in Asia that we are 
trying to bolster up. 

Mr. Hays of Ohio. How long do you think it will be before we trade 
with Communist China ¢ 

Mr. Jupp. I don’t know. But if we do, I fear we will lose Asia. 
If we stand firm, Asia won’t go. If we w obble, Asia will go. Asia 
will go the way we go. It is all the more important that we stand 
firm. 

Mr. Hays of Ohio. The President, in one of his recent press con- 
ferences, made a statement that gave a lot of encouragement to people 
all over ‘the country in saying that we should trade with Red China. 

Chairman Ke.ty. General, before we proceed with the chart, it has 
been brought to my attention that Belgium has just reduced its con- 
scription period. Does this signify anything to you, in line with the 
commitments that you are speaking of ¢ 

General Gururir. No; it doesn’t change the strength of their forces 
[security deletion |. 

As a counterbalance, they intend to increase the percentage of 
regular soldiers as against drafted soldiers. 

| Security deletion. | 
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Mr. Vorys. On that, the Belgians have increased the amount of 
money they spend, I was told recently by a Belgian here, because they 
pay their volunteers more than they pay their conscr ipts. By getting 
it to a professional basis rather than short-term conscripts, it is more 
expensive for them, but they can then reduce their period of conscrip- 
tion; isn’t that it ? 

General Gururte. I believe that is correct. 

Chairman Ketiy. Will you proceed, General ? 
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General Gururtr. I have here one chart which shows the changing 
emphasis of the military aid program which has already been referred 
to. Whereas in 1950 some 79 percent of our aid went to the European 
area, we now see only about 25 percent of the worldwide aid program 
is devoted to Europe. 

Mr. Fasceiz. 25 percent of the worldwide program is going to 
Europe / 

General Gururie. Of the materiel of the aid program, this percent- 
age goes to the European countries 

Mr. Fasceix. I thought expenditures in fiscal 1957 were expected 
to be $2.4 billion for military assistance. You have $1.7 billion on 
that chart for Europe. That is more than 25 percent. 

Colonel Crrrz. May I clarify the difference between the expendi- 
tures and the program ? 

Mr. Fascevt. This 25 percent applies to what; program or expendi- 
ture! 

Colonel Crirz. Program. And that was expenditure. 

Mr. Fascetzu. You have $1.9 billion programed, estimated, for fisea] 
1958; is that right ? 
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L of Colonel Crirz. $2.4. 
he General Guturin. And $600 million—— 

y Ta ee aperreont taped fk suse 3 "i 
ing Mr. Fascety. Let’s start over again. We are talking about fiscal 
ore 1958 now, which is before us. The request is for $1.9 billion in mili- 
rip- tary assistance. 


Colonel Crirz. In new obligational authority, and a request for re- 
appropriation of $500 million. 

Mr. Fascett. You say this 25 percent, however, applies only to—- 

Colonel Crirz. To the $2.4. 

Mr. Jupp. $600 million of that, or 25 percent. 

Mr. Fascetx. The $600 million is for Europe. 

Colonel Crirz. Let me point out one thing. When we speak of 
expenditures in a year like fiscal 1958, that is deliveries of prior year 
programs and shouldn’t be confused, the expenditures shouldn't be 
mixed with the program that we are proposing for the same year be- 
cause the program is delivered later. 

Mr. Fasceizi. The reason I am inquiring is because I am surprised 
that the percentage is that low for Europe. I was under'the impres- 
sion that the military assistance expenditures in Europe were a far 
greater propor tion. 

Mr. Jupp. The expenditures still are, for there is still a big pipe- 
line for Europe which was built up in the large appropriations of 
earlier years. Now we are building pipelines elsewhere while Europe 
is getting delivery out of the old pipelines. 

Chairman Kerry. Will you proceed, General ? 


Cirart VI 


COST PE k 


( PAY, FOOD, CLOTHING, me 


“AS 


Am f 


- ts 


General Gururie. You have been previously shown charts of the 
cost per soldier throughout the world as compared to the United 
States GI at $3,511 for the items, pay, food, clothing, and housing. 
In Europe, as compared to some other areas, the price per soldier is 
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relatively expensive. .In the NATO countries, Portugal is lowest 
with $420 per year, scaling up to Germany at $2,504 a year. 

The point I wanted to make is that in spite of this relatively high 
cost of raising and maintaining forces in the European countries, they 
have done so and done so effectively, and so far contained any spread 
of communism since the inception of NATO. 

Mr. Jupp. Do you have any figures as to what the cost is per soldier 
for those four factors in the Soviet Union ? 

General Gururie. I don’t have them. You have Yugoslavia there 
of $375. That might be a good basis. I don’t know. 

Mr. Fascetz. Since we don’t count Yugoslavia from a standpoint 
of military strength in the free world, I am interested in the admin- 
istrative decision that showed the comparative figure of maintaining 
a soldier in Europe for Yugoslavia. 

General Gururie. I am sure we have the data. 

Mr. Fasceti. Youhaveitthere. It is $375. 

General Gururtr. I don’t know how it was computed. 

Mr. Fascexi. We don’t count on their troops so what value is the 
comparison ¢ 

Mr. Jackson. I think it gives you an interesting figure. It is prob- 
ably the figure that is most closely related to that of the Soviet Union. 

Mr. Fascetu. I would hate to compare that with some of our allies. 

Chairman Ketry. I am glad to hear Mr. Jackson say that is one 
of the satellites. 

Mr. Fountain. May I ask the Chair a question? Have we received 
figures indicating the percentage of our own total defense budget 
which is expended for the purpose of maintaining, supporting, and 
providing our own troops with necessary equipment, armaments, etc. 
in the various countries of the world where they are stationed, includ- 
ing Europe. 

Chairman Kerry. Yes, yesterday. Itisin the record. 
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General Gururir. This chart indicates where Europe stands today. 
We have selected five major items of military hardware for a basis 
of comparison, ammunition, artillery, aircraft, ships, and tanks. 
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General Gururie. These columns represent the 1950 to 1957 pro- 
gram. These bars show what we have achieved at the end of 1957. 
We have delivered some 85 percent of the ammunition, about 95 per- 
cent of the artillery, 82 percent of the ships and aircraft, and about 99 
percent of the tanks. 
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CHART IX 





General Gurnee. For 1958, as an illustrative program, an example, 
we are asking that the program be extended in the amount of about 
10 percent for ammunition, nothing in artillery, and about 2 percent, 
slightly less than 2 percent in the other 3 categories, aircraft, ships, 
and tanks. 

Mr. Vorys. Why do we have to send ammunition to Europe now ? 
This is the third or fourth year of this facilities program, and off- 
shore procurement, where we were supposed to pay for getting up the 
chemical plants, and the rest of it, so that they could get in the business 
and make their own ammunition. 

How much have you in there for ammunition in fiscal year 1958 ? 

— Gournriz. I have it expressed in percentage here, sir. I 

less We Will have to look that figure up. 

” Mr. Vorys. It is in the book here, I presume. 

Colonel Crrrz. By country; yes, sir. 

Mr. Vorys. Dr. Westphal has it on page 10. You have $6,350,000 
in cartridges. That doesn’t look to me as if that is any fanc ‘y am- 
munition which we can only make here. That looks to me as if it is the 
kind of stuff that they ought to be making. 

Colonel Crirz. Mr. Vorys, they are making most of their ammuni- 
tion, as a matter of fact, the large percentage. We are only helping 
in very small amounts in certain spec ific countries. 

If we computed their total requirements, I am sure you would find 
this is only asmall percentage. I will get the percentage, if you would 
like, of the total ammunition requirements. 

Mr. Vorys. I would be interested to have that. 

Colonel Crirz. The percentage amounts to 8.1 percent. 
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CHART X 


General Gururm. This chart indicates the use we hope to make of 
1958 money received. On top of the previous years’ program, which 
totaled almost $12 billion, we are asking for the European area some 
$338,500,000 exclusive of new weapons. 

First, this figure, the $338 million, we plan to break down into two 
general categories, force improvement, slightly less than half, and 
force maintenance of slightly over half or $161 million and $175 mil- 
lion, respectively. 

I have here the numbers of new weapons allocated for the European 
area, and I wish to point out that in your books there is a figure on 
page 21 of the nonregional book which includes a sum of $18.1 million 
for the European nations for new weapons which have already been 
allocated. 

‘These other weapons have not yet been allocated to countries due 
primarily to diplomatic negotiations and negotiations as to sales, which 
things the country can buy, which we feel we should furnish. 

I have it divided into both 1957 and 1958. In 1957 we have a [se- 
curity deletion] Nikes, [security deletion] Honest John rockets, | se- 
curity deletion] Matador missiles, and [sec urity deletion] Corporal 
missiles allocated to Europe, [security deletion] and [security dele- 
tion] F-100 aircraft, plus training and early warning equipment. 

For 1958 we have planned [security deletion] Nikes, [secur ity dele- 
tion] Honest John rockets and [secur ity deletion] F 100 type aircraft. 

You appreciate that the allocation of these is subject, first of all, to 
the. strategic plans submitted by General Norstad for the place he 
feels they are militarily desirable. 

And when that has been accepted by our Joint Chiefs of Staff, then 
it devolves upon negotiations with the countries. You may recall 
recently some correspondence from the Kremlin to some of the smaller 
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NATO nations what would happen if they accepted weapons with 
atomic capability. 

So the countries have their own problems before they announce 
formal acceptance. We are not prepared yet to say exactly where 
each of these types of weapons is to be delivered. 

Chairman Kexniy. General, you mentioned in your statement of 
the 18.1 [security deletion] and so forth, under this program. 

General Gururim. The 18.1 [security deletion] is explained in the 
book before you. 

Chairman Ketiy. And they are in your statement. 

General Gururte. This is not broken down in the statement by 
countries. 

Mr. Sextpen. What will be the total cost of the missile program ? 

General Gururtr. For 1958, about $296 million. The 1957 program 

yas slightly larger. 

Mr. Vorys. Since all of it is going to Europe, that ought to be 
added to the European fund. 

General Gururie. It is, sir. When we say 25 percent, we meant 
about $600 million. We haven’t broken it down yet country by 
country. 

Mr. Vorys. The $296 million is both shaded and white on page 19. 
Is that classified ? 

General Gururir. No. 

Colonel Crirz. No, sir. The $296 million is unclassified. 

Chairman Ketry. It is in the statement of the general. 

General Guturie. But the breakdown is classified. 

Chairman Ketiy. The point you are making, Mr. Vorys, I believe, 
is in this statement where it is $338.5 million, and then it states that 
of this amount $282.4 million is for the NATO nations, less Greece 
and Turkey. And on the next page you mention the $18.1 million and 
say, “Over and above this, we are requesting $296.5 million, which has 
not yet been broken down among the NATO nations.” 

It is the $296 million in addition to the $338 million which makes 
about the $600 million; is that right ? 

General Gururie. That is right. 

Chairman Kertiy. Will you proceed, General. 

Mr. Corrrn. I have one question. This listing of weapons that you 
have just gone through adds up to $296 million ? , 

General GutTHrir. Yes, sir. 

Mr. Corrin. That is to be added to the $338 million ? 

General Gururtir. Yes, sir. 

Mr. Corrin. The $296 million is new weapons ? 

General Gururiz. Yes, sir. 

Mr. Corrrn, Of the total European program a little bit over half is 


for force improvement and force maintenance and a little bit under 


half is for new weapons ? 
General Gururir. That is right. 
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CuHart XI 
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General GuTruriz. To sum it up, 8 years of collective effort has 
greatly increased the forces available to NATO since 1949 and has 
tremendously enhanced their effectiveness. 

Modern weapons are required for NATO forces to maintain an effec- 
tive deterrent against the Soviet bloc. Germany is prov iding the initial 
increments of a major force contribution to the defense of Western 
Europe. Military assistance to NATO amounts to less than 15 percent 
of the European NATO defense costs since 1950. 

Our partners have contributed over 85 percent, 12.3 against $78 bil- 
lion, respect ively. 

Chairman Ketiy. Now we will proceed under the 5-minute rule. I 
will begin with Mr. Coffin. 

Mr. Corrin. Madam Chairman, I would like to address this question 
to Mr. Elbrick. In the presentation book on Europe, under “France,” 
and we are generally acquainted with conditions in France, I call your 
attention to the yellow sheet, opposite page 47, showing the continuing 
deficit, and then on page 51 the chart on dollar assets, and point out 
that from everything I have learned France is really headed for serious 
economic trouble. 

[Security deletion.] 

Mr. Corrin. Isn’t that the Achilles heel of our whole European 
NATO setup which has done so well? What is the present situation ? 
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What do you feel the threat is and what steps are you taking to be 
prepared for a severe economic coll: apse of France, not a political col- 
lapse? They have that every other month. They can live with that 
very well. I am thinking of something very basic. 

Mr. Exsricx. Mr. Coffin, I agree France is facing very severe eco- 
nomic and financial difficulties in the near future. I think this is a 
question that might more properly perhaps be addressed to Mr. Van 
Dyke, who is here for the ICA, and who has a much better grasp of the 
economic factors certainly than I do. 

If you don’t mind, perhaps we can turn the question to him. 

Mr. Van Dyker. This is a very complicated situation, as you can 
well imagine. France has been losing gold and dollar reserves at a 
rather rapid rate. The French Government is seriously concerned 
about this. It results from an increase in purchasing power within 
France which is increasing consumption and imports and causing a 
drain on their foreign exchange reserves. 

This rapid rate of imports, however, has helped them to stimulate 
French industrial expansion, which is now proceeding at a very favor- 
able rate. 

So the French Government is faced with a dilemma as to whether or 
not to try to damp down these imports and damp down the rate of 
expansion, or take the risks involved in going along as they are at the 
present time. 

They are seeking ways to resolve this dilemma through the EPU, 
the European Payments Union. They will perhaps ask the Interna 
tional Monetary Fund for some assistance. They have certain com- 
mercial loans that they can draw on in New York City. 

It may well be that they will come to the United States Government 
as well, although we have not vet received any formal request for 
assistance. 

Mr. Corrtn. na hing really finally can be accomplished as long as 
they have this Algerian situation draining their resources, can it? 

Mr. Van a, The Algerian problem is costing France about a 
billion dollars a year. This is of course a serious matter for them. 
Frenchmen have told me that until the Algerian problem is resolved, 
they see no way out of their financial difficulties. 

Mr. Corrtn. It is a tremendousty delicate situation, I understand. 

Is there any communication between our Government or between 
NATO and France with regard to the resolution of that problem? 
Is that something that they do not discuss ? 

Mr. Van Dyrke. I think Mr. Elbrick should address himself to that. 

Mr. Exsrickx. There has been frequent communication between the 
United States Government and the French Government on this sub- 
ject. 

Naturally, as an ally and partner of France in NATO, we are just 
as interested in seeing the problem resolved as perhaps the French 
are. 

The prospects for a resolution of this problem are not very bright. 
Certainly the French Government or any French government finds 
it very difficult to locate and identify responsible authorities in 
Algeria with whom it might deal. 

We had an explanation of that made to us in Paris about a month 
ago, just after the NATO meeting in Bonn, when the Prime Minister 
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then, Mollet, told Secretary Dulles of some of the difficulties and trials 
that they were having in Algeria. 

[Security deletion. | 

Mr. Exprick. All that adds up to a rather gloomy picture. It is 
a matter of great interest to NATO as such because the northern 
departments of Algeria are actually a part of the NATO area 

Whether they were a part of the NATO area or not, obviously 
they are a very strategic part of that part of the world and would 
be naturally of tremendous importance in the defense of the West 
and would be of even greater importance if they were not available 
to the defense of the West. 

The problem, if it is not solved this summer, will undoubtedly 
come up before the General Assembly of the U nited Nations, I should 
think, when it reconvenes in the fall. It has come up of course 
before. 

The United States Government will be faced with the necessity 
of deciding what course of action should be taken [security deletion | 
This will be the subject of conversations with the French Government 
in the very near future. 

Mr. Corrtn. Thank you. I don’t want to prolong the question. 
One final question. Foreseeing a possible demand or request on us 
for financial assistance—and nothing is in the books for economic 
assistance to France—would you contemplate that the special assist- 
ance fund would be the fund that you would go to for any emergency 
program that might be necessary to bail France out, tempor arily, at 
least, of its er isis? 

Mr. Van Dyxe. There are legal limitations on the amount of money 
which can be provided under that special emergency authority. The 
magnitude of the French problem is such that we would find it rather 
difficult to meet under that authority. 

Mr. Corrin. No request was made by France for economic assist- 
ance funds this year as distinguished from military / 

Mr. Van Dyke. Economic assistance in the normal sense, no. 
There have been indications from France that they would be very 
appreciative if we would step up our offshore procurement in France, 
thereby adding to their dollar reserves. Also, perhaps, open up some 
Public Law 480 sales programs or perhaps some Export-Import Bank 
loans to their account. I think that is about the size of their current 
expectations. 

Mr. Corrin. Have we been able to do anything on either score in 
answer to that requesc ? 

Mr. Van Dyke. No steps have been taken as yet. Until the French 
get a government that is in firm control of the situation, until they 
take certain steps on their own behalf to control credit expansion and, 
therefore, dampen down some of the excessive drain, the United States 
would find itself in a rather awkward position if foreign assistance 
funds were requested. The day before yesterday it was announced 
that the French have reimposed quantitative restrictions on all im- 
ports. This isa direct method of stopping the dollar drain. 

Mr. Corr1in. When we were in Europe—— 

Chairman Kerry. I fear the time of the gentleman has expired. 

Mr. Corrrn. ITamsorry. Thank you. 

Chairman Kerty. Mrs. Church. 
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Mrs. Cuurcu. I wonder if we might turn our attention for a moment 
to Cyprus. Looking ahead beyond 1958, is NATO making any for- 
ward-looking plans to provide a substitute for the possible loss of 
Cyprus under the changing conditions there ? 

Mr. E LBRICK. N ATO, of course, has taken a very strong and vital 
interest in this problem as well. It is a problem th: at has faced us for 
some time now without any apparent solution in sight. 

[Security deletion. ] 

Mrs. Cuurcn. I find myself a bit confused as to the allocation of 
funds under Public Law 480. I think the gentleman said France had 
suggested that we might have a sale of more surplus. How would 
that work in regard to the division of funds under this program? 
There is a correlation. I have never been able to see for the last 2 
months what happens if this committee sets certain sums and figures 
and under Public Law 480 the country was able to get an equivalent 
amount. Who makes the decision as to the use that shall be made of 
the funds provided under Public Law 480? 

Mr. Van Dyke. I think there will be a witness here later to discuss 
these problems in detail. I might just state that in preparing these 
programs we have to make certain forward assumptions as to what 
is going to happen under Public Law 480, although the actual fact 
does not take place until sometime later. 

Mrs. Cuyurcnu. You are mindful of the existence of Public Law 480, 
and you make your estimates that you present to us on such a basis? 

Mr. Van Dyxe. That is right. 

Chairman Ketriy. Mr. Fountain. 

Mr. Founrarn. I did have a question, but I’ve almost forgotten what 
it was. 

Mr. Chairman, I want to ask Mr. Elbrick or one of the other 
gentlemen this question : What is the attitude of the other NATO na- 
tions toward our giving military and economic aid to Yugoslavia ? 

Mr. Exprick. I think our NATO allies take the same interest in the 
Yugoslav situation as we do. 

[Security deletion. ] 

Chairman Gorpon (presiding). Dr. Judd. 

Mr. Jupp. Mr. Elbrick, a lot of people are cheering about Tito and 
Poland, and so on, saying that it is a great blow to the Soviet Union to 
have its monolithic character weakened by national communism, and 
soon. Are you so sure that national communism, that is, ¢ ommunis m 
working against us from half a dozen different centers, is less danger- 
ous to us than when it is all under one center / 

Mr. Exsrick. Let me say at the outset th: at we recognize that com- 
munism, whether it is national or otherwise, is not to our liking at all. 

[Security deletion. ] 

Mr. Jupp. I don’t think they are going to get us by military power. 
I think Tito and Gomulka and onw Tse-tung may be much more 
dangerous to us than Khrushchev because while they are working 
against us, our foreign policy, by every declaration and every position 
they take around the world, they lull us into thinking that they are 
friendly to us. 

They are making it look as if they aren’t dangerous to us, and they 
are. The only time I am afraid is when we think we are not threat- 
ened. I think these fellows are right in their contention that Stalin 
departed from true Marxism in his monolithic control by the Soviet 
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Union, and that communism working against us from a whole lot of 

centers, within every country perhaps, is more dangerous to the free 
world than socialism in one country, the great Stalin ‘effort. 

I just hope we won’t get wedded to the notion that, if we can just 
break them up, they will be less d: ingerous. I think they are more 
confusing to our people now than before. They are making more head- 
way in our universities and our public opinion forming agencies than 
when they were all under the Soviet Union. 

| Security deletion. | 

Mr. Jupp. If the morale of our allies anywhere or their readiness 
and will to resist is softened, blunted, all the military assistance won’t 
be of too great value. That is where I think they are making headway 
right here in the United States. I am more concerned than I have 
been at any time, because of the decrease in alertness and realism on 
the part of so many people in important positions in the United States. 

Mr. Hays of Ohio (presiding). Mr. O’Hara. 

Mr. O'Hara. You made mention, I think, of Spain, as to its impor- 
tance to us and also the economic condition there [security deletion ]. 

Mr. Exsrick. Defense support. 

Mr. O’Hara. Is that enough ? 

Mr. Exsrick. As I think I also said, sir, the [security deletion] to 
Spain is under the definition of defense support, which we consider 
essential to strengthen the economic basis for Spanish cooperation in 
the mutual defense effort. However, it may well be that Spain will 
need further economic assistance in addition to the [security deletion | 
amount programed in this legislation for defense support, It is pos- 
sible under this bill to give ‘such support or economic aid to Spain 
from the development loan fund. Whether there will be such assist- 
ance, or what it will be, of course, I cannot say. This will depend 
on developments and what the Spanish Government itself has to sug- 
gest about it. 

Mr. O'Hara. Isn’t the economy of Spain at the present time in need 
of some help from us? 

Mr. Ersricx. It is getting help from us. 

Mr. O'Hara. I mean, in greater volume ? 

| Security deletion. | 

Mr. Exerick. I think Mr. Van Dyke can describe that situation to 
you better than I can. 

Chairman Gorpon. Will the gentleman yield? Wasn’t there $50 
million on the last appropriation for Spain? 

Mr. Van Dyxe. The executive branch requested 45 and Congress 
increased it to 50. 

{Security deletion. | 

Mr. Van Dyke. Spain will be eligible to buy under Public Law 
480, as was mentioned previously, and also eligible to borrow from the 
development loan fund, if and when it is enacted by the Congress. 

[Security deletion. | 

Mr. Van Dyke. The definition of defense support this year excludes 
economic development activities per se, and is intended to cover only 
the very minimum amount which we think is needed in order to enable 
the recipient country to sustain a particular defense effort or to make 
some other specific contribution to the mutual defense effort. 

[Security deletion. | 
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Mr. O'Hara. Wouldn’t you say a country as important to us as 

Spain is entitled to more than the minimum calculation ? 

Mr. Van Dyke. We think we are carrying out the will of Congress 
when we keep these figures as low as is feasible. It may well be as 
Mr. Elbrick has pointed out, we have made a bad estimate. We have 
done that in the past. 

[Security deletion. | 

Mr. Hays of Ohio. Would the gentleman yield? You do agree, 
however, that if the Congress after your presentation decides that we 
think Spain ought to have more money we have every right to put it 
in there and you will give it to them; is that correct ¢ 

Mr. Forman. May I comment on that from a legal point of view, 
Mr. Chairman ? 

Mr. OHara has suggested that Spain might deserve more than the 
minimum. But as Mr. Van Dyke has pointed out, what we are talk- 
ing about here is a redefinition of defense support in the present bill. 
Defense support is not sup yposed to be anything more than the mini- 
mum necessary to enable a recipient country to sustain a particular 
defense effort. Anything above that would not properly and could 
not properly under the law as proposed be regarded as defense sup- 
port. If there is going to be additional economic aid, which would be 
aid over and beyond this minimum which is prescribed by the law for 
a particular defense effort, that economic aid would have to come from 
other programs under the. act, such as the development loan fund, as 
Mr. Van Dyke has mentioned, which is $500 million this coming year, 
and also possibly from the special assistance fund in section 400. 

I may say that the same problem also applies to other countries. As 
the presentation goes along, you will note there may be a reduction in 
the amount of what was formerly economic aid to a particular coun- 
try, but that reduction is only an apparent reduction because of the 
redefinition of defense support to remove economic development ac- 
tivities from that label. 

That additional aid which has been removed presumably would be 
supplied under the new category of the development loan fund, or 
possibly from special assistance. 

Mr. Hays of Ohio. You are not trying to stand there and tell me that 
Congress has to take the figures you bring up and can’t change them, 
are you? That is the question Lask. If you are, then there is no point 
in having these hearings at all. 

Mr. Forman. No, sir; I am not saying that. [Security deletion. | 
Congress, of course, in its judgment in going over the facts may de- 
cide [security deletion] the minimum necessary to maintain the de- 
sired level of military effort, and if it feels that more economic aid is 
desirable for development purposes, such additional economic aid 
should be provided under other categories of the act. Otherwise, we 
are back in the same confusion we have been in the past, that all of 
these categories of economic assistance were lumped together under 
the heading of “defense support.” Defense support as redefined is 
intended solely for a military objective. If you are going to give 
economie aid beyond that, then it should be under another « category. 

Mr. Hays of Ohio ( presiding). Mr. Vorys. 

Mr. Vorys. I have no question now. 
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Chairman Gorpon. In further reference to Spain, what is the pres- 
ent status of the resolution we passed favoring the admission of Spain 
to NATO? 

Mr. Exericx. Mr. Gordon, the question of Spanish membership in 
NATO has come up from time to time in the North Atlantic Council. 
It has also been discussed as between various countries within the 
North Atlantic Treaty Organization. 

At the present time there are several countries that are vigorously 
opposing any such membership. 

Chairman Gorvon. These are NATO members? 

Mr. Exsrick. Yes, Since NATO acts by unanimity, there is no 

chance of having Spain coming into NATO while there is opposition 
on the part of some of the members. 

Spain is aware, everyone is aware, that the United States has no 
objection to Spanish membership in NATO, but would favor it. This 
is known all around the cireuit. 

Chairman Gorvon. What are the principal objections to that, do 
you know ? 

Mr. Exsrick. They are political objections. 

| Security deletion. | 

Mr. Exerick. Certain countries oppose Spanish membership, you 
might say, on ideological grounds. They feel the Spanish Government 
is not a free democratic government. This is the way they express 
themselves. 

Chairman Gorpvon. I heard that there is only one country very 
much in opposition: is that true ? 

Mr. Exsrick. I think maybe this ought to be off the record. 

( Discussion off the record. ) 

Chairman Gorvon. Thank you very much. That is all I have. 

Mr. Vorys. I now have a question, Mr. Chairman. 

| Security deletion. | 

General Gururie. They have other divisions. These are the ones 
we are concerned with. 

Mr. Vorys. They still have the others, About how many? 

General Gururir. Yes. 

| Security deletion. | 

General Gururir. Their equipment, of course, is some World War 
II or pre-World War II in the case of Spain. 

Mr. Vorys. Isn’t that true with Yugoslavia, that it is only the 
[security deletion] supported units that we do anything about? 

General Gururm. Yes, sir. 

Mr. Vorys. Thank you, Mr. Chairman. 

Mr. Hays of Ohio. I have only one more question, and that is going 
back to this business of how many divisions the free world has. I am 
not quite clear on what we said we counted out on the so-called Near 
East section. We don’t count anything there except Turkey, Greece, 
Pakistan, Iraq. Anything else? 

Colonel Crirz. Iran and Ethiopia. 

Mr. Hays of Ohio. You don’t count Israel ? 

Colonel Crrrz. No, sir. 

Mr. Hays of Ohio. None of the other Arab States ? 

Colonel Crirz. We do not. They are not actually alined with us in 
mutual-security agreements. 

Mr. Hays of Ohio. Israel would be alined if we wanted her to. 
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Colonel Crrrz. I imagine so. 

Mr. Hays of Ohio. Excluding Turkey, Israel has the only real 
divisions out there; isn’t that true? 

Colonel Crrrz. May I go off the record ? 

( Discussion off the record.) 

Mr. Fuxton. Suppose the Soviet moved west. That would be either 
southwest, northwest, or west. What forces would she and her satel- 
lites have that we would have to move against? What for ces in being 
have we in the West, not hopes and not shadow divisions? What is the 
lineup for the West ? 

Mr. Hays of Ohio. That has already been put in the record earlier. 
There is no reason why you can’t give that figure again. 

Mr. Futon. Just what is the total? If we are depending on Yugo- 
slavia, then the answer isn’t just NATO forces. 

[Security deletion. ] 

Mr. Fuuron. If I could comment there. I am always hearing the 
words, “We hope for the future.” Can somebody put in the record 
what we think are dependable at the present time in the West to meet a 
thrust by Russia and/or the satellites to the West? What is the force 
capability on either side? I have never heard that stated in the 
present tense. It is usually stated either by allies, but it may not be 
just by allies or by NATO forces. 

Mr. Hays of Ohio. I might make an observation there. We also 
get a lot of quotations about how many divisions the Russians have, 
and that includes their satellites. I don’t suppose they know or we 
know how many they are really going to have, and I don’t suppose 
we know how many we are really going to have. I think it is a kind 
of hypothetical thing, anyway you answer it. 

General Gururtme. We used the figure of 255 divisions, including 
satellite countries in Europe. [Security aaien 

Mr. Furron. Divided how ? 

General Guturiz. One hundred and seventy-five Russian and the 
remainder non-Russian. 

Mr. Fuutron. As against what of ours, current ? 

General Guturir. As against active forces in being in the NATO 
countries—— 

Mr. Fuutron. Don’t limit itto NATO. As against what total ? 

General Gururtm. It would purely bea guess. 

Mr. Fuuron. A reasonable estimate is really what I am requesting. 
I want the present total force against force in order to weigh the 
present dangers. 

Mr. Vorys. Colonel Critz gave that earlier. 

| Security deletion. | 

Mr. Furiron. You are speaking of divisions in the East being 
equivalent to divisions in the West ¢ 

Colonel Crrrz. Yes, sir. 

| Security deletion. | 

Mr. Proury. Will the gentleman yield ? 

Mr. Futton. Yes, I will be glad to. 

Mr. Prouty. Are you including French troops in Algeria or troops 
actually in Europe at the present time ? 

Colonel Crirz. We are including French troops in Algeria at the 
present time. 
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Mr, Futron. Are you including Russian troops in eastern Siberia ? 

Colonel Crirz. No,sir. In Europe, European Russia. 

Mr. Vorys. I would like one more word on this business of reserve 
divisions. We talk in these books, and so forth, have been talking for 
a couple of years, that we are supporting [security deletion] a large 
number of divisions. Now we find that of those many are reserve divi- 
sions. Do they have enough training and weapons so that in an M-day 
plan you could figure M- “di ay plus ‘whatever might be needed in the 
given area ? They could get into the show, get into action in time? 

General Gururie. We feel they would have to be used even though 
they are not classified as M-day divisions. They would have to do 
the best they could with what they could muster. They would not be 
fully effective, trained working divisions in every case. 

Mr. Vorys. I assume it would vary from pl: ice to place. For in- 
stance, in a place like Norway, I would imagine that would be the 
kind of place, like Switzerland, where what they really ought to ar- 

range is to have the fellows in each fjord with some arms and ammu- 
nition handy, so the fellow who is a shepherd or goatherder or some- 
thing like that, could get his soldier’s suit on and get into the act pretty 
promptly and effec tively. 

General Gururre. As a matter of fact, they do have that very ar- 
rangement in Norway. I have been up there on a maneuver and saw 
those people function right in their own villages. They call them 
up every so many years s for that purpose. 

Mr. Vorys. Every so many years? 

General Gu Ture. When they can afford it. 

Mr. Vorys. Would it be too much trouble to kind of sketch over 
whether you have such forces in, for instance, Italy ? 

General Gu Ture. Each country in Europe has a slightly different 
system. But in rool the mobilization system over there is not 
unlike what it was prev iously. Of the reserve forces in Italy [security 
deletion] some divisions are inactive or they maintain only a sm: all 
percentage actively. The men for those divisions generally live in 
the same area. They report into a central point, are equipped, and 
go immediately to their assignment. 

Mr. Vorys. I was just thinking that particularly in the moun- 
tainous territory 

General Gurr. There are Alpine troops. They all come from 
the villages right around where their brigade 1s stationed. 

Mr. Vorys. I would think you are selling the program short if you 
left out of your computation of ready forces, those that have arrange- 
ments to get ready in time for the sort of trouble that we expect. 

General Gurnrre. We include those, but we don’t call them active. 

Mr. Vorys. Thank you. 

Mr. Hays of Ohio. Are there any other questions? If not, the 
committee will stand adjourned. 

(Whereupon, at 1 p. m., the committee recessed to reconvene at 2: 30 


p.m.) 
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COMMITTEE OF: THE WHOLE ON INTER-AMERICAN 
AFFATRS 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. Thomas S. Gordon 
(chairman) presiding. ) 

Chairman Gorpon. The committee will come to order, please. Pur- 
suant to our schedule, the committee will resolve itself into the Com- 
mittee of the Whole on Inter-American Affairs to receive further testi- 
mony on the mutual security program. 

Mr. Byrd is the chairman of the Subcommittee on Inter-American 
Affairs. He will preside at this afternoon’s meeting. 

Chairman Byrrp. Thank you, Mr. Chairman. 

Members of the committee, we have with us this afternoon, Mr. R. R. 
Rubottom, Jr., the Assistant Secretary of State for Inter-American 
Affairs. Wealso have Mr. Roland S. Atwood, Director, Office of Latin 
American Oper: ations, International Cooperation Administration, and 
we have Col. The mas B. Hanford, Director of the Western Hemis- 
phere Regional Office of the Assistant Secretary of Defense for Inter- 
national Security Affairs 

Gentlemen, we are very pleased to have you with us today. I know 
the committee will look forward to hearing your testimony. I am 
sorry that we have so many things taking place on the floor but I 
am confident that a number of other members will join us before we 
proceed very far. 

Mr. Secretary, you may proceed. 


STATEMENT OF HON. R. R. RUBOTTOM, JR., ASSISTANT SECRETARY 
OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Rr BOTTOM, li is a ple asure to appeal before the Committee on 
Foreign A tlairs in behalf of the proposed mutual security program 
for Latin America foi neem year LJO8. 

The program we are requesting includes the following: 

$25 million for bilateral technical cooperation ; 

$1.5 milli s the U nited States contribution to the technical co- 
operation program of the Organizat ion of American States; 

$32 million for special assistance; and 

$26 million for military caldante. 

With the committee’s permission, I would like now to indicate why 
the De partne nt of State supports this program in Latin Americ: 1, and 
believes that each part of it is essential to the foreign policy objectives 
of the United States. 


GENERAL CONSIDERATION 


As the program’s name implies, we are seeking mutual security 
through the development of mutually beneficial, cooperative and 
friendly relations with our Latin American neighbors. While the pro- 
gram itself seems to be directed principally toward military and eco- 
nomic objectives, there are important results to consider in the po- 
litical, social, and psychological spheres as well. The continuing 
friendship and support of these nations, with their growing influence 
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and power in world affairs, as demonstrated in the United Nations 
and other international bodies, cannot be assumed merely on the basis 
of geographical propinquity. Like most friendships, our close ties 
with Latin America have developed from mutual respect and good will 
based on the many values we share in common. 

This cooperation and mutual understanding with our neighbors con- 
tributes in no small way to our common effort to check Communist 
infiliration and subversion in this hemisphere, and helps to prevent 
tiie development of unhealthy economic and social conditions on which 
comununism thrives. 

But this is not all. About 35 percent of all United States direct 
private investment abroad is in Latin America. This is valued at 
over $6 billion. Outside of Canada, it is the area in which United 
States investors have placed the most reliance. 

The two-way flow of trade between the United States and Latin 
America is equally important, being almost balanced at $334 billion 
each way. 

While this trade might be said to be relatively more important to 
Latin America, since its exports to as United States in 1954 and 1955 
represented some 46 percent of its total export trade, the volume we 
sell to Latin America is sizable too, representing about 20 percent, or 
one-fifth, of our total export trade. 

Trade and investment thus play an unusually important role in the 
dynamically expanding economies of Latin America. As part of this 
trade relationship, we obtain certain very important products and they, 
additional consumer idl for their people, as well as capital equip- 
ment and supplies so essential to their economic development. 

It continues to be our strong conviction that the a spirations of these 
countries to better the condition of their people can best be fulfilled 
through United States support of this trade and investment, and the 
encouragement of free enterprise as opposed to the restrictive con- 
cepis of statism and elaborate governmental controls affecting their 
national economies. While relying mainly on trade and investment, 
we recognize that there is at present a gap in their requirements which 
needs to be filled. 

There is need for sound, long-term official loans in the public sectors 
like health and education and extending into agriculture and other 
fields. Our Congress and the executive branch have cooperated to 
make this ay vailable. 

We have told the peoples of Latin America that we sh: ull do our best 
through the Export-Import Bank to satisfy their needs for sound de- 
velopment where capital is not available from private sources. 

Krom the proceeds of the sale of United States surplus agricultural 
commodities, we are making local currency loans to assist them. 

There will be also access to the new development loan fund, if Con- 
gress approves this proposal, 

We also recognize that there are bona fide emergencies that do arise 
in an area as large as Latin America which require resources and ex- 
penditures over and above those which the individual country is capa- 
ble of providing. In such cases we have stood, and continue to stand, 
ready to help them through these emergencies by extending grant aid. 

Finally, there is the gap in the fie ld of technical knowledge. The 
Latin Americans have recognized the value of our know-how and ex- 
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perience and have sought our cooperation in making these available to 
them. We have been pleased to be able to make a contribution to the 
establishment in each Latin American country of a stronger, more self- 
reliant and durable national economy. 

Let me now turn briefly to each of the parts of the program in Latin 
America. 


1. BILATERAL TECHNICAL COOPERATION PROGRAM 


With the signing of a general technical cooperation agreement with 
Argentina on June 3 of this year, we have now been asked to under- 
take these programs in all 20 of the republics of Latin America. 

The programs are embarked upon at the request of the other govern- 
ments, who ask for our cooperation in specific programs of technical 
assistance and offer to pay their fair share of the cost. They are not 
really “our programs” so much as “our contribution” to the other 
country’s effort in the technical field where the objective sought coin- 
cides with our own interests, the assistance can be well and effective ly 
used, and it is within our budgetary capacity to provide. 

We believe that these programs have made a real contribution to 
economic development and fully justify their cost to our Government 
in terms of funds and manpower. This belief is confirmed by the con- 
tinuing and intensified interest of the Latin American governments 
in this help and their asking that it be diversified. 

The request for $35 million compares with last year’s request for 

$32,350,000, and an operational level of $31,700,000. I fully support 
this i increase, which I believe desirable. 

The programs and projects have been carefully drawn up in the 
field and screened in Washington against the criteria and general 
standards mentioned. An appropriation of this amount will permit 
us to participate in joint efforts which will serve the best interests and 
objectives of United States foreign policy in Latin America and create 
greater confidence in the United States on the part of people who can 
understand and appreciate the extent to which their well being is im- 
proved by our cooperation. The benefits to the United States in terms 
of economic progress in the hemisphere, in terms of trade, and of 
mutual cooperation more than justify their cost to our Government. 


2. CONTRIBUTION TO TECHNICAL COOPERATION PROGRAM OF THE OAS 


I wish to endorse the request for $1,500,000 as our contribution to 
the 1958 technical cooperation program of the Organization of Amer- 
ican States. We propose again to limit our pledge to 70 percent of the 
total contributed by all participating governments. 

Perhaps at no time in our history. has it been more important for 
the United States to encourage nations of the Western Hemisphere to 
continue their effective partic ipation in this regional organization. 
This importance was publicly expressed by President Kisenhower 
when he addressed the meeting of American Presidents at Panama in 
July 1956. All 19 of the presidents who attended this meeting, as well 
as the 2 unable to attend, have signed the Declaration of Panama, 
declaring that— 


the full realization of the destiny of America is inseparable from the social 
and economic developments of its people and therefore it becomes necessary 
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to intensify national efforts and inter-American cooperation to reach the solu- 
tion of economic problems and to elevate the conditions of life on the continent. 

The result was the formation of the Committee of Presidential 
Representatives, on which Dr. Milton Eisenhower headed the United 
States delegation. This body has prepared concrete recommendations 
to make the Organization of American States an even more effective in- 
strument. One of its desires is to see the technical cooperation pro- 
gram of the O.AS made even more responsive and dynamic. 

The purpose of this multilateral program, which is distinct from 
the direct type of bilateral technical assistance provided by the United 
States, is to train, at centers in Latin America, specialists from all the 
American Republics, who at the end of the courses return to their own 
countries to assume positions utilizing this training, or in some cases 
to assist in organizing similar training programs in their homelands. 

The program consists entirely of regional projects for the benefit of 
all. There are six such projects now operating and there is no duplica- 
tion with the programs of the United Nations or our own bilateral 
efforts. On the contrary, all three complement each other. 

Apart from the direct benefits to be derived from this program, 
there is an important byproduct of interest to the United States. In 
this multilateral program the 21 American Republics are finding a 
satisfying opportunity to work together for their mutual benefit. 


SPECIAL ASSISTANCE 


We feel it is necessary to ask for special assistance funds to meet 
serious emergencies. Such is the nature of the help we are extending 
to Bolivia and Guatemala at the present time, and extended to Haiti 
following Hurricane Hazel. 

While realizing that unforeseen political or economic emergencies 
or natural disasters m: ry occur in Latin America, we believe th: at most 
of these can be met, and surmounted by the countries themselves. In 
fiscal year 1958 we ‘currently believe that grant aid will be necessary 
only in the cases of Bolivia, Guatemala, and Haiti. 

Bolivia: The United States program of emergency aid to Bolivia 
dates back to the fall of 1953, and has averted threatened economic 
chaos. The Bolivian Government was able to achieve sufficient politi- 
cal stability to hold free elections in June 1956 as a result of which 
the government is more solidly based on popular support. This, in 
turn, enabled the new administration to undertake, with United States 
advice and support, a program of economic stabilization looking to- 
ward reduction of the country’s rampant inflation and the reest: ablish- 
ment of conditions favorable to normal productive activity. 

In spite of the great risks involved, this stabilization program was 
initiated in December 1956 and up to the present has shown promising 
results, chief among which are the elimination of contraband exports 
of foodstuffs, the strengthening of the local currency, and the improve- 
ment of the agricultural industry. 

Nevertheless, ultimate success of the program will call for con- 
tinued courage of the same high order as that displayed thus far by 
the people and the government of Bolivia. 

Success of the stabilization program should permit a gradual re- 
duction, looking toward elimination, of grant aid to Bolivia, but con- 
tinued United States counsel and support are essential during this 
a a iod. 
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Guatemala: Funds. have been provided since fiscal year 1955 to 
assist the anti-Communist government of Guatemala in overcoming 
obstacles inherited from preceding governments; in developing the 
country’s economy; and in improving the living standards of its 
people. Immediate objectives have been met in that improvement in 
the economic and financial situation is visible and the unemployment 
crisis which faced the new government has been relieved. 

Only limited improvement is yet apparent, however, in the living 
standards of the average man. The government must continue road- 
building and agricultural deve lopment programs. I consider it to be 
in the United States national interest to provide Guatemala with an 
additional modest sum of grant aid in order to assist it in providing 
visible evidence of economic development under the democratic gov- 
ernment. 

Haiti: The political and economic situation in Haiti has deteriorated 
to such a degree that any continued downward trend could result in 
collapse. 

This began with the destructive Hurricane Hazel in 1954. It cul- 
minated in the fall of Magloire’s administration in 1956. During the 
first 5 months of 1957, successive interim governments have ‘been 
faced with the threat of complete financial ‘breakdown. It is esti- 
mated that there will be a substantial balance of payments deficit for 
the fiscal year ending September 30, 1957. A bad coffee crop and a 
drop in tourism are ‘the principal reasons for the dollar deficit, but 
a lack of fiscal controls, the large foreign debt, and a fast growing 
Orr ae are contributing factors to a generally difficult situation. 

pecial grant assistance will be needed, but should be related to a 
program of stabilization to support the Haitian currency and to as- 
sure minimum import requirements, which may embody help from 
the International Monetary Fund and private banks and should be 
subject to adequate controls to assure its efficacy. 

Local currency developed from the dollar grant would be utilized 
for such Haitian projects as may be deter mined to have highest prior- 
ity in the economic rehabilitation of the country. 


MUTUAL DEFENSE ASSISTANCE 


Geographic proximity alone requires that we take Latin America 
into consideration in planning for our own defense. But the reasons 
are more compelling than geography. The United States and the 
other American Republics have become dependent upon each other for 
a large volume of materials essential to their security and well-being. 
The two-way trade, I mentioned earlier, is often taken as a matter of 
course, but in wartime it is susceptible to disruption by enemy sub- 
marines, and other forms of hostile action. 

During World War II we kept these supply lines open with our own 
Navy, w ith some assistance from Latin Americ: 

It is our objective through this program to en: nable our Latin Amer- 
ican neighbors to assume an increasing responsibility for the defense of 
these routes of communication. We ‘also seek to help them be bettter 
able to discharge their responsibility for the protec tion of sources of 
supply in Latin Americ: Considering that Latin America is over 
three times as large as the United States in area with a population 
greater than the U Jnited States, that its coastlines are more extensive 
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than ours, and that some of the world’s principal routes of communica- 
tion run through the area, this is a task of no small proportions. 

Our sister republic s are bearing the major share of the cost of their 
defense establishments. They are spending approximately $1.4 billion 
annually for maintenance of their military forces as opposed to an 
average of some $25 millions that the United States has recently been 
prov iding annually on a grant basis. 

The appropriations request for the coming fiscal year is for an addi- 
tional $26 million. Although our contribution is smal] in comparison 
with their own, it provides tangible assurance that adequate attention 
is given to areas essential to mutual defense. 

There is an additional point I wish tomake. Latin Americans often 
do not have the funds readily available to pay cash for military equip- 
ment, and have therefore either urged that the United States ‘provide 
the equipment on a grant basis or have gone to suppliers in other areas 
of the world which could offer credit terms. In the latter case they 
sometimes have acquired equipment unsuited to the task at hand, or 
which cannot be maintained in time of war or effectively utilized i in 
conjunction with United States equipment already on hand. The 
Department of Defense is requesting your assistance in solving this 
problem by providing an appropriation for the specific purpose of 
financing credit sales of military equipment, and by amending section 
103 (c) of the act to permit the use of repayments for the purpose of 
financing further credit sales. 

So far as Latin America is concerned, we do not envisage that this 
will require in excess of $35 to $50 million for the coming year, but 
it will give us the means of operating an effective and orderly military 
sales program. We fully expect, and our experience to date on the few 
military credits that have been extended would confirm, that such 
military credits will be repaid. 

Mr. Rusorrom. Mr. Chairman, before going into the figures on the 
mutual security program for Latin America, I would like to take 
perhaps 5 or 6 minutes to unfold here for you the developing structure 
of relationships which I see in Latin America. 

We are very, very carefully building this structure into one which I 
think will withstand all time. We already have a structure of which 
we and the rest of the world can be proud and of course, we want to 
make it better. 

I refer to a structure of relationships on the bilateral plane between 
ourselves, and the other 20 republics of the Americas. 

I also have in mind the structure of relationships between us and the 
other members as equal participants in the Organization of American 
States, where, as equals, we sit around a table like this, and discuss our 
problems in the political, the economic, and the other spheres and, I 
think, have set an example for the rest of the world to follow. 

On the political side, our objective is to do all that we can to help 
develop the friendliest possible relationships between ourselves and 
our neighbors in Latin America, and to encourage and bring about 
support of the United States policies both in this hemisphere and else- 
where in the world. 

We are doing that bilaterally and through the Organization of 
American States. Without going into detail as to the accomplishments 
of the organization, I think I can cite the effective work now being 
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done 1 nN bri ingil 1g r about a pe ac ‘eful se ttle ment to the disp ute whicl ih has 
arisen between ney as and Nicaragua in the last month or two. 

On the economic side—and that is perh: ips the subj ect on which I 
would like to deal th e longest, we are trying to deve lop: and strengthe sn 
this relationship by relyi ne eae on what I think are the basic 
and fundamental principles by which any economic structure can be 

built into something strong, and which can withstand the tests of time, 
and adversity. Those are, in the first place, trade. We have in 
Latin America, now, the largest trading area in the world except for 
Canada. It totals approximately 3.75 billions each way, in the last 
calendar year 1956, and perhaps equaling or exceeding that this year. 
We feel by developing access to their products, the Latin Americans 
can provide economic stability for themselves and well-being for their 
people which they very justly seek. 

We, in turn, contribute o aR at by providing access to their products 
and at the same time we will, of course, develop partner rel: oa hips 
and customer relationships ‘a at are in our own self-interest. 

In addition to trade there is the very basic principle of economic 
relationships known as “private investment.” 

Private investment in Latin America is now more than $6 billion, 
and represents nearly 35 percent of our total investment throughout 
the world. 

This brings in—that is responsible private enterprises that I am 
talking about—the type of thing that all of Latin America is ex- 
ceedingly interested in. It brings the needed capital and machinery 
to get their economics further de veloped and in motion. 

It brings managerial ability and technical know-how—technical co- 
operation if you ‘plea se, on the private level which is in partnership 
with our own governmental technical cooper ation. It brings employ- 
ment to vast numbers of its citizens. For example, in a recent survey 
we learned that of the 609,000 employees of American investors in 
— America, al] but 9,000 were Latin American nationals. That 

600,000 out of the total of 609,000 were locals, showing the degree of 
reli ance that has been placed on the Latin-American people them- 
selves to develop these enterprises in Latin Americ: 

We are absolutely convinced that if our aciathore and friends in 
Latin America will do their part in providing a climate which will 
attract private investment, there is capital available to go there, both 
from this country and elsewhere, and develop their own capital re- 
sources which in many cases flee the country rather than stay there. 

By the same token if oe do not accept the 1 responsibility for build- 
ing up this climate they can be sure that there is ample opportunity 
for the use of capital here in the United States, and elsewhere, and 
it will not go abroad unless this climate is established. 

But bear in mind that our investors, I think, are looking only for 
a fair chance. They are not looking for a chance to exploit. On the 
contrary, I feel that they are responsible investors. 

Then we have, of course, the field of loans, to build these economic 
relationships that I am talking about. 

In public loans, the Export- Import Bank has now loaned close to $ 

billion throughout Latin America and the World Bank has also los id 
a large sum throughout the area. 

We feel that any sound enterprises as a matter of fact can qualify 

for loans in this public field, and in addition to those, there are private 
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loans to a considerable extent that are being developed through the 
various banks and through other investors who are willing to lend in 
that area where the circumstances warrant it. 

We feel that by these three main principles or economic factors, of 
trade, private investment, and loans, that the main job can be done. 
We recognize there is still a gap to be filled. That is where we come in 
with a good part of our request for assistance funds under the mutual 
security program. 

I should mention, before I stop describing this structure that I am 
referring to, the military program. It is not a large program in com- 
parison with some of the areas in the world, but it is certainly an im- 
portant one—bearing in mind the extent to which we had to use our 
own personne! land equipment in that area during World War fT and 
the fact that there are large areas, both of ocean and of land, that are 
vulnerable to attack, and bearing in mind that our friends and our 
partners in Latin America do a very, very effective job of helping in 
the defense of the hemisphere with the relatively small degree of 
assistance that we are able to provide them. 

In that respect, I would like to stress one part of the program that 
we are urging that you approve. That is, that which would enable 
our Latin-American friends to purchase certain milit: ary equipment 
in accordance with their needs on a credit basis because, in addition to 
the relatively small grant programs, they are able and willing to buy 
on areimbursable basis, certain necessary equipment, and if we can pro- 
vide credit to them, they are anxious to do so. Otherwise, they may 
feel the need to go out and buy equipment elsewhere, which in many 
instances is not economic nor does it conform to the military objectives 
in mind. 

Perhaps I should stress the most important structure in this relation- 

ship where we have the political, economic, and military is that in- 
volving the cultural and spiritual, if you please. It seems to me there 
is no other area in the world, with the exception of some of our friends 
in Western Europe, where we have the opportunity to better our 
relationships to the extent that we do in Latin America. Because 
of a common background of deep abiding faith, a high standard of 
morals, both in individual conduct, and in our relationships as nations 
in the international sphere and bilateral sphere, this is something we 
cannot underestimate in dealing with Latin America. We want them 
to know in every way we can make known to them our common cause 
on this basis. 

There has been much reference in the last few years to the policy of 
the good neighbor, to the policy of the good partner, and I might stress 
here it seems to me the policy of good faith which I think we can 
develop even more than we have up until now. 

In order to effect this program, we do need to fill the gap that I de- 
scribed earlier and I think that the amounts of money we have re- 
quested under the program, $35 million for bilateral technical cooper- 
ation, $1.5 million, as the United States contribution to the technical 
coon ration program of the Oreanization of American States, S32 
million for special assistance are what might be called the irreducible 
minimum in order to achieve our goals, 

We are sometimes placed in the anomalous position of seeming to 
ask for less aid than some of the friends of Latin America in the Con 
gress and elsewhere do. 
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As I was just explaining to one of the members in private conver- 
sation a moment ago, we honestly believe, as a matter of conviction, 
that our friends in Latin America want to stand on their own feet, that 
they are willing to rely on themselves, that if given a chance to trade 
and to attract investment, and to borrow, that they will be able to de- 
velop themselves and they do not want to be placed in the position of 
seeking unnecessary grant aid. 

On the other hand, we do feel that this is absolute ly essential, and 
we bespeak your very careful consideration of the amounts that we 
have requested, Mr. C eal for this year’s program because we 
think they are really the irreducible minimum. 

Thank you very much. 

Chairman Byrp. Mr. Secretary, I compliment vou upon a very 
splendid, cogent, succinct and interesting presentation. 

I know the committee is sincerely interested in this part of the 
world particularly, and I am confid nt it is in the best interests of our 
own country to give very careful attention to the program you have 
outlined. 

I sometimes feel that perhaps we haven’t given enough attention to 
South America, and I want to congratulate you particularly upon your 
emphasis on the moral and spiritual aspects of the problem. 

The next witness is Mr. Rollin S. Atwood, Office, Director of Latin- 
American Operations, International C ooperation Administration. 

Mr. Atwood, we welcome you to our committee, today. 


STATEMENT OF ROLLIN S. ATWOOD, DIRECTOR, OFFICE OF LATIN 
AMERICAN OPERATIONS, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 


Mr. Atrwoop. The opportunity to appear again this year before the 
Foreign Affairs Committee in support of the mutual security program 
in Latin America is indeed a pleasure. 


PROGRAM FOR FISCAL YEAR 1958 


The mutual security program for fiscal year 1958 in Latin America 
falls into 4 categories: (1) bilateral technical cooperation, (2) 
economic assistance, (3) military assistance, (4) the United States 
contribution to the technical assistance program of the Organiza- 
tion of American States which is included in the overall budget for 
technical cooperation. No defense support funds are requested and 
no specific programed request for Latin America has been made in 
connection with the development fund although it is assumed that 
the countries of Latin America will have access to the fund on the 
same basis as countries in other eligible areas of the world. 

My remarks will be limited to the bilateral technical cooperation 
program and the economic assistance which has been programed for 
fiscal year 1958. Others are here to discuss the military assistance pro- 
gram and the United States contribution to the technical cooperation 
program of the Organization of American States. 


BILATERAL TECHNICAL COOPERATION 


For fiscal year 1958, $35 million is requested to cover United States 
participation in the bilateral technical cooperation program in Latin 
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America. The total program which ineludes host country participa- 
tion is expected to aggregate to a total value of $87,338,000, 

In fiscal year 1957 the program will approximate $77,956,000, with 
United States participation estimated at $31,700,000 and host gov- 
ernments’ participation valued at about $46,256,000. Conversions 
were made at free rates existing as of December 1956. 

In fiscal year 1956 the programs were estimated at $68,525,000. 
United States participation was $27,675,000 and the host country 
participation valued at $40,850,000. (Conversions were made at the 
free rates existing in December 1955.) 

[ should like to call attention to the breakdown of the United States 
partic ipation in the programs of bilateral technical cooperation for 
the 3 fiscal years 1956, 1957, and 1958. 


Actual Estimated, | Proposed, 
fiscal yea fiscal year fiscal year 
1956 19457 | 1958 
Total United States participation $27, 675, OO $31, 700,000 | $35,000, 000 
United States technician costs 9, 095, 000 11, 480, 000 13, 294, 000 
United States costs for participant 4,918, 000 6, 663, 000 7, 941, 000 
Contract services 3, 176, 000 3, 248, 000 | 2, 581, 000 
Supplies and equipment 1, 203, 000 1, 101, 000 1, 270, 000 
Contributions to servicios 6, 862, 000 6, 973, 000 7, 529, 000 
Other costs 2, 331, 000 2. 23% 


? 235, 000 2, 385, 000 


Another aspect of the joint nature of these prograins deserves per- 
haps as much attention as the financial aspect. I refer to the num- 
ber of technical personnel who are carrying on these programs. I 
have chosen this year’s program because the data was most readily 
available. As previously indicated the total United States and host 
country contributions to the technical cooperation program for fiscal 
year 1957, expressed in dollars is expected to be about $77,956,000. The 
total number of personnel employed is 16,525. I want to quickly add, 
however, that only 6 percent or just under 1,000 are United States 
technicians including United States technicians under contract. 


Personnel employed in Latin America technical cooperation program, Mar. 31, 


1957 
Number Percent 
| 
Paid from United States funds 
United States administrative employees j 102 0.6 
United States program technicians | 759 4.6 
United States contract technicians | 130 | 8 
Subtotal. 991 | 6.0 
att . 
Local administrative employees_ -- 257 1.5 
Local program employees } 580 3.5 
“ 
Subtotal 837 | 5.0 
Total paid from United States funds_-_-. 1, 828 11.0 
Paid from servicio or other joint funds: | | 
Local technicians and other servicio employees ! 14, 697 | 89.0 
Total employment : 16, 525 100.0 


! Does not include day laborers or employees of servicio contractors. 
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I should also like to call attention to the fact that the United States 
technicians working in the joint technical coope ration program come 
from every State in the Union and from Puerto Rico. This should 
help in giving an accurate reflection of the American way of life. 


ADMINISTRATION OF THE TECHNICAL COOPERATION PROGRAM 


The extent of United States participation in the program which we 
propose for fiscal year 1958 has been discussed quite fully with each 
of the countries concerned. The technical assistance to be supplied by 

the United States has been requested as an integral part of the eco- 
nomic and social program of each country. As many of you know, 
these programs have been deve lope l jointly over a long per iod of years 
(up to 15 years). They have changed considerably during that time 
but still remain basically technical cooperation programs in the fol- 
lowing fields: (1) Agriculture and natural resources, (2) industry 
and mining, (3) epuieitetion, (4) labor, (5) health and sanitation, 
(6) education, (7) public administration, (8) community development 
and housing, and (9) general and miscellaneous. 

The United States contribution in each of the major fields of activity 
is related to what the country itself is doing in each of these fields. The 
programs, projects, subprojects and individual activities change dur- 
ing each year and from year to year. Some may last a few weeks or 
months and some may continue for several years. However, each 
project and each activity must be judged in terms of its effectiveness 
in the economic development program of the country and in relation to 
criteria such as the following: (1) It must be a genuine host. govern- 
ment request for assistance in connection with a project or program 
which the country is carrying on or which it has determined should be 
carried on, (2) there must be joint approval of the objectives and goals 
to be achieved and the manner in which the country hopes to achieve 
them. (3) the means at han d to work with, (4) the degree of support 
given to the project, (5) the manpower and financial support planned, 
(6) third-party participation, if any, (7) the timing of the project, 
and (8) the duration of the project. 

The national interest of the host country to be served by the project 
is discussed, as is the national interest of the United States in achieving 
the planned goals. Each project is carefully evaluated for its useful 
ness and the extent to which it will be effective in meeting basic needs 
of the host country. A project must be in the national interests of both 
countries taking part in it. All of the projects, with possibly a few 
exceptions, included in this year’s presentation have been through 
the evaluation process just described. Subject to a more formal 
commitment the host country has indicated the extent to which it will 
be able to participate. The type of participation and the estimated 
cost of the United States portion has been programed by United States 
missions abroad and has been reviewed in Washington. The program 
is ready to be approved for field implementation as soon as funds are 
made available. A large part of the host country funds have already 
been approved because many of the legislatures in Latin America meet 
earlier than the Congress of the United States. 

I have described this process in order to indicate that the bilateral 
technical cooperation program is not merely an illustrative program 
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prepared here in Washington but has been thoroughly discussed with 
the host governments before it is presented to the Congress. 

In this year’s presentation we have prepared summary statements 
covering the objectives and the accomplishments of the technical co- 
operation program in each of the Latin American countries. I should 
respectfully like to call to the attention of the committee and to mem- 
bers of its staff the two sections entitled “Objectives and Accomplish- 
ments” which are found under the heading “Economic and Technical 
Cooperation” in each of the country statements (found in the volume 
subtitled “Latin America”). I should like at this time to say a few 
words about the general relationship between the technical cooperation 
program and the encouragement of private enterprise in the economic 
and social development of Latin America. 

When dealing with private initiative, private enterprise, and the 
use of private capital in economic and social development there must 
be, if it does not already exist, a deep-down confidence that private 
enterprise can and will achieve the desired results. The measure of 
success is not merely the dollar value of private capital which moves 
into an area during a specific period, although this may be an impor- 
tant indicator. It is the number of people who have genuinely come 
to the cone ‘lusion, usually through experience, that the private-enter- 
prise approach is the most effective and the most desired approach 
to the problems of economic development and improved standards of 
living. 

The peoples of our neighboring republics are determined to im- 
prove their way of life. This is a deep-rooted determination and 
exists among farmers, miners, factory workers, white-collar workers, 
and teachers. 

The big question is how and by what means will they achieve eco- 
nomic and social development. Will it be by demanding more from 
their governments, thus forcing the development of socialistic states ; 
or will it be by what we call the private-enterprise approach? Private 
enterprise does not have the historical foundation in Latin America 
that it has in this country. Latin America was settled by a people 
from southwestern Europe at a time when feudalism was at its peak. 
Latin America did not start out with a middle class of independent 
farmers and businessmen. Private enterprise was not a way of life 
that young men and women heard about from childhood and grew 
up to recognize as the most effective and dignified way of life. It 
was not taken for granted that if you worked hard and were suc- 
cessful you could own your home or your farm or your business 
and provide for your family. Private enterprise is to some extent, 
in my opinion, still on trial in many parts of Latin America. 

The technical cooperation program over the last 15 years has shown 
hundreds of thousands of people, perhaps millions, that through 
individual efforts with the skills and technical knowledge available 
today they can become independent, self-respecting farmers and 
businessmen and can through hard work achieve the goals of better 
housing, better health, better education, better food and clothing, and 
better opportunities for themselves and for their children. 
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The Latin American countries have relied in the past and continue 
to rely on both foreign and domestic private investment, supplemented 
by public loans, domestic and foreign, to advance their economic 
development and to improve their way of life. On the whole, this 
ert has resulted in extensive economic development, increased 

rade and improved standards of living. Each country, however, 
aa be considered separately in terms of its natural and human 
resources and in terms of its program and progress in achieving sound, 
stable, self-reliant economies, and the extent to which it has achieved 
the goal of better standards of living for large numbers of its people. 


SPECIAL ECONOMIC ASSISTANCE 


Special economic assistance has been limited to cases of serious 
temporary economic or politico-economic emergencies. It is in the 
interests of the United States to continue to render such assistance 
in areas where such emergencies may occur or currently exist. In 
fiscal year 1958 we believe. special economic assistance will be neces- 
sary only in the cases of Bolivia, Guatemala, and Haiti. 


BOLIVIA 


Emergency economic aid has been provided to Bolivia since late 
1953 when that country was threatened with a major economic crisis. 
The assistance provided by the United States has averted the threat- 
ened economic chaos and has helped the Bolivian Government to 
achieve sufficient political stability to hold free elections in June 
1956. Asa result, that Government is more solidly based on popular 
support, and the new administration has been en: abled to undertake, 
with the United States and multilateral agencies’ support and advice, a 
program of economic stabilization aimed at bringing order to her 
chaotic economic and financial affairs. In spite of the great risks 
involved, a program of wage and price stabilization, coupled with 
sweeping budgetary reforms and controls of Government spending 
was initiated in December 1956. Up to the present it has shown 
promising results, chief among which are the elimination of con- 
traband exports of foodstuffs, the strengthening of local currency 
and the disapearance of black markets. 

Nevertheless, eventual success of the program will call for continued 
courage of the same high order as that displayed thus far by the 
people and the Government of Bolivia. 

Success of the stabilization program should permit a gradual reduc- 
tion looking toward elimination of grant aid to Bolivia, but continued 
United States counsel and support are essential during this crucial 
period. 

GUATEMALA 


“arly in fiscal year 1954, the pro-Communist Government of Guate- 
mala was overthrown by revolution and an anti-Communist govern- 
ment was established. Since that time, the technical cooperation 
program has been expanded there, and emergency economic funds 
have been provided to assist the anti-Communist Government of 
Guatemala in overcoming obstacles inherited from preceding gov- 
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ernments (an empty treasury, extensive unemployment, no investment 
capital, no experience In government administration, etc.), developing 
the country’s economy, ‘and improving the living standards of its 
people. Immediate 2» objectives have been met in that improvement in 
the economic and financial situation is visible and the unemployment 
crisis which faced the new government has been relieved. Only 
limited improvement is yet apparent, however, in the living standards 
of the average man. It still is valid to say that an emergency situ- 
ation exists. The Government must continue roadbuilding and agri- 
cultural development programs. It is in the United States national 
interest to provide Guatemala with an additional modest sum of grant 
aid in order for it to be able to provide visible evidence of economic 
development under a democratic government. 


HAITI 


As recent developments have indicated, the political situation in 
Haiti is confused, and the country is in dire financial straits. The 
deterioration in the political and economic situation in Haiti is so 
grave that any continued downward trend could result in complete 
collapse and chaos. A series of economic and political emergencies 
which began after the hurricane of October 1954, culminated in the 
fall of Magloire’ s administration in 1956. During the first 6 months 
of 1957 successive interim governments have been trying to forestall 
a complete financial breakdown. It is estimated that there will be a 
very substantial balance-of-payments deficit for the fiscal year ending 
September : 30, 1957. A bad coffee crop and a drop in tourism are the 
principal reasons for the dollar deficit, but a lack of fiscal controls, the 
large foreign debt, including that owed the Export-Import Bank for 
the Artibonite V alley Dam, the lowest standard of living in the hem- 
isphere and ar apidly g growing population are contributing factors to 
a generally bad situation. Speci ial economic assistance will be needed. 

It is proposed that any ICA grant to Haiti be coordinated with 
and related to an economic stabilization program to support the 
Haitian currency and assure minimum import requirements. It is 
proposed that this program be carried out in cooperation with the 
International Monetary Fund and private banks and subject to ade- 
quate controls to assure its efficacy. In addition to serving to 
strengthen the exchange position in support of the stabilization pro- 
gram, it is planned that any local currency developed from the ICA 
dollar grant will be utilized for such projects as may be determined 
to have highest. priority in the hurricane rehabilitation and economic 
development of the country. As a related factor the technical coop- 
eration program for fiscal year 1958 is calculated to help Haiti 
toward creating conditions for economic development and financial 
stability. 

DEVELOPMENT LOAN FUND 


In Latin America the development loan fund would complement 
and/or supplement both local public and private sources of develop- 
ment capital and United States or international sources, both public 
and private. On the other hand, most needs, we feel, will be met by 
recourse to the existing sources. An illustrative list of projects 
would not be feasible, however, since each project would require 
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careful technical analysis and alternative sources of financing would 
have to be studied before eligibility under the development loan fund 
could be determined. Most of the projects are fairly long range in 
nature and are directly or indirectly associated with joint tec hnical 
cooperation programs which are obviously long range in nature. It 
is therefore evident that no-year expenditure availability would be a 
definite advantage, if not a requirement for effective programing of 
development loan-fund projects. Likewise, an increase in the period 
of obligational authority for technical cooperation would allow better 
project coordination and implementation. 

Funds authorized by the Smathers amendment and appropriated 
under the defense- support funds for Latin America for fiscal year 
1957 have, in my opinion, provided additional credit beyond, and not 
to be confused with, that available from private sources, the Export- 
Import Bank, the IBRD, and the IFC on terms which have allowed 
the countries receiving the credit to go forward with projects essen- 
tial to their economic and social development which otherwise would 
have to be further postponed. Each of the projects approved during 
fiscal year 1957 was directly related to and associated with joint tech- 
nical cooperation programs already in operation. Financing, except 
for supplementary financing, for these projects was not available 
from any of the other sources. 


Programs and projects approved under the special regional fund for Latin 
America, for fiscal year 1957 (pursuant to the Smathers amendment) 


LOANS 
Amount of 
United States 
contributions 
. Chile: Teclmological development project, university rectors coun- 
cil, purchase of laboratory and library equipment, agricultural 
school, Concepcion, and scientific equipment for selected univer- 
NN ge a Ba a : $850, 000 
2. Costa Rica: Reconstruction of and equipment for the C hildren’ s 
Hospital unit of the San Juan General Hospital in San Jose___. 2, 000, 000 
3. Ecuador: Area development and colonization in the Santo Domin- 
go de los Colorados area___ iS uicist sade ean abtabianbieiag kas I 
. Honduras: 
(a) Health and sanitation projects (principally water supply 
and sewerage systems) in the Republic of Honduras__ 1, 250, 000 
(b) Project for assistance to area development and resettle- 
ment in the Republic of Honduras_____- sca 1, 750, 000 
5. Panama: Extension of water and sewerage system of the ‘city of 
Panama a 2, 000, 000 
. Paraguay: Development of Me nnonite colonies (area deve lopme nt 
and roadbuilding)._._....______- _... 1,000, 000 
. Peru: Southern Peru colonization and deve lopme nt project 2, 000, 000 


SR TU Tn wiarclcosntiodlirsoie ras 12, 850, 000 


GRANTS 


. Pan American Sanitary Organization of the Organization of 

American States: Program of malaria eradication in the 

Americas : _ 1,500, 000 
. Organization of American States: Fac ilities for Inter-American 

Institute of Agricultural Sciences at Turrialba, Costa Rica____ 500, 000 


na Re Pe og nk ee | : 2. 000, 000 


Total loans and grants ‘ dale f 14, 850, 000 
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These projects will speed up the availability of access roads, water 
supplies, cultivable lands, and other fac ilities and conditions which 
are prime prerequisites to increase private investment and economic 
development and should speed up the time when grant aid and special 
economic assistance will no longer be required. Economic develop- 
ment should then proceed at an effective rate with increased private 
investment, local and foreign, and normal credit supplied through 
banks and other recognized credit institutions. 

Chairman Byrp. Without objection, the charts referred to by Mr. 
Atwood will be included in the record. 

(The charts referred to are as follows :) 






’ “> 
ei be i = ’ 
ze #2 Le = = 
os 
oo 2k = “a a ze 
Wi OO on = 3 S23 SBR Ss 
Oh = a =F Se ofS 
ot~— => po ee eM SS = 
fi. Be ¢- <_< — oS tas OO a-= — 
= © So £2. '4%~ 2 Ve = 
OOD zeS o oa “=o #2 = 
Sro 262 8S $s “Ss = 
i Sx S42 <3 ws -S ‘ 
co _ Be £2 3o Se ne 
<i wy A pn 2 aS a 
fini : R % a 
=d oO. W310 Wee ol e f= & wm 2 
<L ~ 27a Ow be oo 
- Ho =e Aa 2% Ss 
© 2 wo Shy «ff 
im A ad 
= 
> 
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5 
Legal Residence of ICA Overseas Personnel in Lafin America 
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LATIN AMERICA 


Technical Cooperation Program 


Millions of Dollors . ____Miliions of Dollors 


| 

10} ho 
a F.Y. 1956 (Actual) 
L { 


& FY 1957 (Estimoted) 


& FY 1958 (Proposed) { 





SB ee et 


A- Agriculture ond Natural Resources D- Labor G- Public Administration 
B- industry and Mining E-Health and Sanitation H- Community Development and Housing 
Cr~ Tronsportation F - Education 1 - General and Miscellaneous 


Mr. Arwoop. I think Mr. Rubottom has expressed our desires in 
connection with this program. 

With your permission, I will summarize briefly some aspects of 
the administration of the program, itself, of the technical coopera- 
tion program. 

I think here it should be understood by this committee that we are 
talking about a program which is a joint program, one which you 
will see from the charts for fiscal year 1958 would amount to $87,- 
338,000. We are asking that the United States participate in that 
program to the extent of $35 million. This, of course, is the bilateral 
technical cooperation program. 

Chairman Gorvon. At that point may I ask a question: Is that 
an increase over last year ? 

Mr. Arwoop. An increase from $32,350,000 that we asked for last 
ear, 

Chairman Gorpon. It is about $1.5 million, is it not? 

Mr. Atwoop. The increase includes the fact that Argentina has 
asked to be included in the bilateral technical cooperation program, 
as well as including slight increases in some of the other countries. 

Now, in the administration of this program, we have discussed 
it very fully with the countries concerned. The technical assist- 
ance to be supplied by the U nited States has been requested as an 
integral part of the economic and social program of each country. 

As you know, these programs have been developed jointly over 
a long period of years—up to 15 years. They have changed con- 
siderably during that time, but they still remain basically a tech- 
nical cooperation program, including such fields as agriculture, natu- 
ral resources, health and education, ‘sanitation, industry and mining, 
and so forth. There is a chart in the group that I have asked to have 
included in the record which covers it in more detail. 
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Now the United States contribution in each of these major fields 
is related to what the country itself is doing, and the programs and 
the projects and the sub-projects and the individual activities change 
from year to year, and during the year; some of those projects may 
last a few months, some of them may last : several years. 

I have tried to prepare a chart which will for the first time per- 
haps show some of you exactly how a program is set_up. It is a 
program showing Peru, or showing our program in Peru. How- 
ever, each of these projects and each activity must be judged in 
terms of its effectiveness in the economic development program of 
the country and in relation to criteria such as the following. 

(The chart referred to faces this page.) 

In the first place it must be a genuine eran request 
for assistance in connection with a project, or a program which that 
country is carrying on, or which they aoe: Suuty determined that 
they w rant to carry on. 

Second, there must be joint approval of the objectives and the goals 
to be achieved and the manner in which the country hopes to achieve 
those goals. 

Third, the means at hand to work with must be agreed on. The 
degree of support which will be given to the project—and I might 
add there that I don’t mean just financial support. I mean moral 
and spiritual support. The program has got to be one that country 
actually wants to carry on, that it will carry on, and that they feel we 

can help them with. 

Fifth, we have to know the manpower and financial support that 
is planned for that program. 

Sixth, the third party participation. In a great many of these 
programs the central government contributes considerable in the 
form of cash and kind. Also, the local governments and also private 
organizations inside the countries. In that way, we call all of that 
third party participation. 

Seventh, the timing of the project must be agreed on and the actual 
duration of the project. 

Next, the national interest of the host country to be served is dis- 
cussed as is also the national interest of the United States. Each 
project is carefully evaluated for its usefulness and the extent to which 
it will be effective in meeting the basic needs of that country. A proj- 
ect must be in the national interests of both countries taking part in it, 
and all of the projects with possibly a few exceptions that are in this 
year’s presentation have been through this entire evaluation process 
already. 

Subject to more formal commitments, the other countries have al- 
ready indicated the extent to which they will participate both in cash 
and in kind. The type of participation has been estimated, and the 
estimated cost to the United States has been made, and those are the 
estimates which we have included in this presentation. 

I described this process in some detail in order to indicate that the 
bilateral technical cooperation program that we present to you is not 
merely an illustrative program that is prepared here in Washington, 
but it has been thoroughly discussed with the host governments before 
it is presented. 

In this year’s presentation, I would also like to point out that we 
have tried to set up a new statement regarding objectives and accom- 


AGRICULTURE 


U.S. $1,029,000 


Peru $2,209,000 
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EDUCATION 


U.S. $333,000 


Peru $756,000 
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U.S. $47,000 


Peru $25,000 
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Servicio 
Started 
1943 


SERVICIO PROJECTS 


Agricultural Economics 
Agricultural Research 
Agricultural Extension Service 
Mantaro Valley Area Development 
Agricultural Machinery Program 
Agricultural Engineering 
Rubber Development 
Fisheries Development 
Reimbursable Facilities 














Livestock Demonstration Farm 
(Jungle). Started 1950. Original 
demonstration about ¥, com- 
pleted. Joint support to end 

in 1960. 


$2,209,000 







Livestoc) Yemonstration Farm 
(High Sierra- Sheep). Started 
1951. Original demonstration 
about '/, complete. Joint 
support to end 1962. 







SERVICIO PROJECTS 

General Administration 

Medical Posts Health Units 
& Hospitals 

Industrial Hygiene 

Nutrition, Health Education & 
Sanitary Engineering 

National Institute of Hygiene 

Special Advisory Services 











Servicio 
Started 
1942 










Medical Post Demonstration 
(Jungle). Six Posts in one 
Peruvian state. Started 195i. 
Approximately '/, compiete. 
Joint support to end 1965. 
Other area comleted 1954. 








Health Units consisting of 
Health Center, Dispensary and 
Clinic operated demonstration 
basis in six different areas. 
Started 1950. Demonstration 
at two units now complete. 


}UCATION 





















$333,000 SERVICIO PROJECTS 







Servicio General Administrative Services entiins dountitiineda 
1 $756,000 a Normal School Education probably complete 1962. 


Rural Elementary Education 
Central Normal School 





LABOR 


Peruvian Central Normal 
School near Limo. Started 

1951. To be completed 1958. 
Project to end. 












3. $47,000 
SERVICIO PROVECTS 


Employment Service 
Labor Leader Training 





Servicio 
Started 
1953 









‘u $25,000 







Employment Service Project 
started 1953. To end 1960. 

Uniess new projects undertaken 
U.S. support in Labor can end 


RURAL 
ELOPMENT 






SERVICIO PROJECTS 


Administration 

Economic Planning 

Irrigation Engineering & Land 
Development 

Small Industry & Handicrafts 












u $631,000 Servicio 
Started 


1955 





Pampa de Anta irrigation Work 
Started 1956 to end [958 
















NON SERVICIO PROJECTS 


Advisory Services Mineral Resources 

Advisory Services Mining & 
Metallurgy 

Advisory Services Census 

Records Management Advisory 
Services 

Southern Peru Regional Development 

Ports and Iniand Waterways 








OTHER 


Survey of lead and zinc deposits 
Central and Northern Peru. 
Storted 1950. To end 1957. 


. $485,000 





u $192,000 



















Tropical Crops Demonstration 
Farm. Started 1953. Original 
demonstration about 4 com- 
plete. Joint support to end 
in 1960. 


Special Services to farmers 
helps them procure farm 
machinery, fertilizer, pesticides, 
farm implements, etc. Started 
1945. Phased out 1952. 
Sufficient commercial suppliers 
now in field 
























Hospital Operation Demonstra- 
tion. Started 1950. Demonstro- 
tion one hospita! completed. 
Three hospitals remain. 
Probably phased out in 1960, 












Health Centers. Started 1943 
9/5 complete. One Health Center 
still under joint support used 

as national training center. 



















Colca-Lores Road. Storted 
1956. To be finished 1957. 


Survey of bituminous and 
anthracite coal deposits. 
Storted 1955. To end 1959. 




















ACTIVITIES UNDER SELECTED PROJECTS 









Agricultural Credit Advisory 
Services. Started 1955 will 
be in full operation 1958. 

Possible phose out date 1960. 











Tarapato Shapaja Road. 
Storted 1956. To be finished 
1957. 


Survey of underground water 
sources. Storted 1954. To 
continue in conjunction with 
Rural Development work. 

































Bridge on La Mejorada Road. 












Pampa de Noco irrigation 
Work. Started 195i. To be 
finished 1958. 











Started 1957. To be finished 
1957. - 


Training in U.S. of Peruvian 
Geologists. Started 1945. 
To continue as long as U.S. 
has interest in this field. 
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plishments, country by country. I would like to respectfully call 
your attention to those statements, to the committee, and to the mem- 
bers of the staff. They are the ones under “Objectives and accomplish- 
ments” which come under the heading “Economic and technical co- 
operation,” in the volume on Latin America. 

Now one of the points which has come up in the various studies 
that have been made of the technical-cooperation program this year, 
one which is of outstanding importance to us and one which I would 
like to just mention briefly, and that is the rel: ationship between our 
program and the encouragement of private enterprise in the economic 
and social development of Latin America. 

Secretary Rubottom indicated how we felt about this development 
program, and, of course, this aspect of it to me is one of the most 
Important. 

In dealing with private initiative, and enterprise, and private capital 
In economic and social development, there must be, if it doesn’t already 
exist, a deep-down confidence that the private-enterprise system can 
and will achieve the results desired. The measure of success is not 
the dollar value of private capital which has moved into that area 
during a certain period, although, of course, that is an important indi- 
cator. Really, it is the number of people who have genuinely come to 
the conclusion, usually through experience, that the private enterprise 
approach is the most effective and most desired approach to the prob- 
lems of economic development and improved standard of living. 

The peoples of our neighboring Republics here are determined to 
improve their way of life. Th: aut is something that is deep rooted. 
It exists among the miners, the factory workers, teachers, and every- 
one. The big question is how and by what means will they achieve 
this economic and social development. Will they demand more from 
their governments, thus forcing development of socialistic states, or 
will it be by what we call private enterprise approach ¢ 

Private enterprise does not have the historical foundations in Latin 
America that it has in this country. Latin America was settled by a 
people from southwestern Europe at a time when feudalism was at its 
peak. Latin America did not start out with the middle class of in- 
dependent farmers and businessmen. Private enterprise was not the 
way of life that the young men and women heard about from child- 
hood as they grew up to recognize it as a dignified way of life. It 
was not taken for granted that if you worked hard and if you were 
snecessful you could own your own home, your farm, or your business. 
Private enterprise is something in my opinion that ~~ on trial in many 
parts of Latin America. 

The technical-cooperation program over the last 15 years has shown 
literally hundreds of thousands, perhaps millions of people, that true 
individual efforts with skills and technical knowledge available, they 
can become independent, self-respecting farmers and businessmen, and 
ean, through hard work, achieve the goals of better housing, better 
health, better education, better food, clothing, and opportunities for 
their children. 

The other type of economic assistance which we have asked for 
and which is proposed in my presentation was referred to by the Secre- 

ary as the economic assistance which is rendered in special temporary 
‘mergencies., That economic assistance I have tried to describe for you 
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in the presentation. I will only say here we are asking for it in connec- 
tion with Bolivia, Guatemala, and Haiti. 

Thank you very much, Mr. Chairman. 

Chairman Byrp. Thank you, Mr. Atwood. 

Our next witness is Col. Thomas B. Hanford. 


STATEMENT OF COL. THOMAS B. HANFORD, DIRECTOR, WESTERN 
HEMISPHERE REGIONAL OFFICE, OFFICE OF THE ASSISTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY AF- 
FAIRS 


Colonel Hanrorp. Mr. Chairman and members of the committee, 
the United States program of military assistance to our Western 
Hemisphere neighbors is an important part of the buildup of free world 
forces, even though many thousands of miles separate the area from 
the Sino-Soviet bloc. The reasons for this lie in the events which 
have taken place there over the last quarter of a century. Prior to 
World War II, the military forces of Latin American countries were 
equipped, organized, and trained predominantly by the Axis Powers, 
primarily Germany. This resulted in strong Nazi influence in the 

ranks of the armed services. 

In addition, during this period, international communism was at- 
tempting to infiltrate the area through a campaign to get control of 
Latin American labor unions and infuse the principles of commu- 
nism into the minds of industrial and agricultural laborers. The 
United States, recognizing this threat, started its elimination by in- 
troducing its own military training missions into the area. This move 
was so successful that today we have a military training mission from 
at least one of the services in each country with the exc eption of 
Mexico. These missions are jointly supported by the United States 
and the country concerned. 

The advent of World War IT brought temporary relief from the 
Communist subversive invasion and halted the flow of Axis equip- 
ment and training into the area. But even with this relief from 
Communist subversion and from Axis military influence, it was still 
necessary for the United States to divert over 100,000 men and their 
equipment to Latin America in order to insure its physical security 
from the threat of direct Axis aggression. 

With the defeat of the Axis powers in World War IT, the United 
States had no longer to be concerned with Axis military influence in 
the area. However, the United States was faced with the prewar 
Axis doctrine still embedded in the top military ranks and with the 
obsolescence of Axis equipment. The Latin American countries re- 
quired modern replacement equipment. and were determined to obtain 
it from some source. 

In the postwar period, the Communists once more turned their at- 
tention toward Latin America. Their action in Guatemala in 1954 
left no doubt as to Soviet intentions to establish a foothold in the 
Americas. That country was then in serious danger of becoming a 
satellite of the Soviet Union. 

Soviet bloc military hardware to an estimated value of $10 million 
was actually delivered to this country. Fortunately, the courageous 
Guatemalans overthrew the Communist regime, and international 
communism lost an advance base in the Western Hemisphere. How- 
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ever, we are now faced with a more subtle kind of Communist action 
in keeping with their more recent policy of economic penetration. It 
takes the form of trade missions and barter transactions designed to 
lure South America away from the United States and toward the 
Soviet bloc. 

The South American Continent is of great strategic importance to 
the free world, not only because of its location but also as a source 
of strategic materials. We cannot afford to ignore the area. From 
the early days of our Republic, the Monroe Doctrine has been one 
of the pillars of our foreign policy. We seek two things in Latin 
America: First, that they continue friendly to us; and, second, that 
they assist us in the defense of the hemisphere. By reasons of 
geography, source of raw materials, potential manpower and security 
of the hemisphere, we must of necessity treat each Latin American 
nation with dignity and sympathy, without limitations as to its phys- 

cal size and location. In enemy hands the Latin American countries 
aaa provide bases for attack which would be dangerously close 
to the United States. 

The bulge of Brazil offers a major approach from Africa to the 
Western Hemisphere, and with the present rate of saturation of our 
northern air routes, it will not be long before there will be a need 
for the use of airfields in Brazil in addition to the present need for 
tracking sites for guided missiles and for communication facilities. 
Brazil also has extensive deposits of rare earths containing thorium, 
which may well be a source of nuclear energy for United States use. 

Colombia and Venezuela lie in close proximity to the Panama Canal 
and flank the Caribbean on the south, forming the southern anchor 
of a natural Caribbean defense perimeter. Venezuela is rich in oil and 
iron ore, on which our productive efforts depend. 

Peru and the shipping lanes along its 1,000-mile coast are strategi- 
cally vital to hemisphere defense. During World War IT, Peruvian 
submarines guarded the operations of the Talara coastal oilfield, from 
which a steady stream of tankers transported petroleum across the 
ocean to our forces in the southwest Pacific. 

Chile is of strategic importance not only because of the important 
products we obtain from it but also because its comparative remoteness 
to the southward would make it a likely area of attack and possible 
invasion by enemy forces. 

The ability and potential of Latin American forces were demon- 
strated both in World War IT and the Korean conflict by the contribu- 
tions of combat units from Brazil and Colombia. Colombia also was 
among the first to volunteer and send army forces to the United 
Nations for duty in the Suez crisis. This was ample evidence of their 
willingness to stand beside the United States in time of necessity. 

The United States has mutual defense assistance agreements with 
12 of the Latin American countries: Brazil, Uruguay, Chile, Peru, 
Ecuador, Colombia, Nicaragua, Honduras, Guatemala, Cuba, Haiti, 
and the Dominican Republic. Through the military-assistance pro- 
gram, we are helping those countries to improve their capabilities for 
effectively carrying out military missions important to the defense 
of the hemisphere. The program also promotes closer military coop- 
eration between the United States and those countries and contributes 
to the mutually beneficial ties between them and ourselves not only in 
military matters but in all our relations with Latin America. 
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The bilateral military agreements with the Latin American coun- 
tries come within the framework of the Inter-American Treaty of 
Reciprocal Assistance, which established the principle that an attack 
on one American state is an attack on all. The agreements also pro- 
mote the objective of the resolution on military cooperation which was 
adopted at the fourth meeting of consultation of the Ministers of 
Foreign Affairs. That resolution urges the American Republics to 
orient their military preparations toward the common defense of the 
hemisphere, rather than confining such preparations to the defense 
of their individual countries. 

The countries of Latin America do not have the financial resources 
or the experience in modern warfare to train and equip forces for 
hemisphere defense missions without external help. With necessary 
assistance, however, they can produce suitable combat troops. The 
military-assistance program for these 12 Latin American countries 
has provided $156 million worth of equipment, materiel, and training 
from the inception of the program through 1957. 

This assistance has enabled these countries to organize, equip, and 
train units which, by Latin American standards, are modern and effec- 
tive military organizations, with a combat potential capable of con- 
tributing to the defense of the he smisphere. The contribution of these 
units to hemisphe re defense in a major world conflict would undoubt- 
edly alleviate the necessity for large dispersal of United States troops 
in the area to provide security to lines of communication, bases, and 
strategic materials. 

All of the Latin American countries, by virtue of their acceptance of 
the general plan for the defense of the Western Hemisphere, are pet 
mitted to purchase military equipment under the military equipment 
sales provisions of the Mutual Secur ity Act. During the 1950-57 
period, they have purchased equipment at a country cost of approxi- 
mately $63.2 million. 

For the coming year, we are requesting the ap proprii ation of : 
additional $26 million to continue the military assistance program in 
Latin America. This amount will provide maintenance for the force 
in being in the amount of $18.6 million to include spare parts, Frlietage 
ammunition, and training. The balance of $7.3 million will provide 
for force improvement to raise the combat potential of the forces. 
This will be accomplished by the provision of a small amount of unit 
equipment deficiencies and major overhaul of equipment. 

Gentlemen, referring to these charts, you might say Latin America 
had its introduction to military assistance in the pre-World War II 
days. This was brought about by the fact that the Latin American 
forces at that time were predominantly trained, organized, and 
equipped by the Axis Powers, spec ifically Germany. This resulted 
in a major Nazi influence in the area and, at about the same time, 
international communism attempted to infiltrate the area. 

In assessing the threat, we on the United States military side started 
to introduce our own military missions into the area, and this has 
become so successful that today we have a United States service mission 
from each one of the services in the majority of the countries. In 
fact, every pauniny in Latin America has a United States service mis- 
sion, with the exce ption of Mexico. 
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CHART I 
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As you will see, the majority of these countries have several missions, 
one from each one of the services (referr ing to chart entitled “Military 
Training Missions”). 

Also we have superimposed the administration of the MAAG upon 
the same organizations, which is utilizing the personnel to the maxi 
mum and also causes the country and services to bear the cost of the 
administration of the MAAG, in these specific countries, with the 
exception of the Dominican Republic, where that is, in a true sense, a 
MAAG. 
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With the advent of World War II, our attention was directed once 
more to the area in view of the fact that in order to provide security 
against Axis intervention, we had to divert in excess of 100,000 troops 
and associated equipment to that part of the world. 

As you can see, we had troops in practically all of the countries 
down ‘there, with the exception of the landlocked area of Bolivia 
and Paraguay—and Argentina, of course. 

With the defeat of the Axis Powers, this threat no longer existed. 
However, there was the vestige of Nazi influence and also the obso- 
lescent equipment that was introduced by these people into the area, 
and the Latin American military were anxious to get rid of them. 

At about the same time, international communism again attempted 
subversion of the area, and this time by a direct attempt to establish 
a foothold in Latin America. 
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In May 1954, there was delivered in Guatemala some $10 million 
worth of Soviet-bloc hardware. 

Chairman Byrp. Colonel Hanford, you might turn your charts a 
little so they will be more to the advantage of those at the other end 
of the table. 

Thank you. 

Colonel Hanrorp. Fortunately, the Communist-dominated govern- 
ment was overthrown and the Soviets lost a chance for an advance 
base in the Western Hemisphere. 

Mrs. Botron. Would you say that they had some encouragement 
from here? 

Colonel Hanrorp. Even though I was chief of the Army mission 
in Guatemala at the time, I could not positively say so. 

Mr. Morano. Before you leave Guatemala, may I ask a question, 
Mr. Chairman ? 
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Chairman Byrp. I wonder if the gentleman would withhold his 
questions until the Colonel can finish his statement. 

Mr. Morano. I thought it was the policy to permit members to ask 
quest ions before a chart is turned. 

Chairman Byrp. Iam very sorry. Mr. Morano, you are recognized. 

Mr. Morano. Do you know what militar V assistance we g: ave Guate- 
mala last year? 

Colonel Hanrorp. Yes, sit 

[Security deletion. | 

Mr. Morano. As a military man, are you satisfied with the progress 
thev are making ? 

Colonel HAnrorp. Yes, sir. 

Chairman Byrp. Are there any further questions on the chart at 
this time? 
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Colonel Hanrorv. The South American Continent is not only of 
great strategic importance to us because of its location, but also 
because of its richness in natural resources. 

As you can see, 90 percent of our imports are these particular items: 
Vanadium, quartz crystals, quebracho, and so forth. 

Brazil, for example, is in a direct route to the West Coast of Africa, 
which would be a threat to any bases we might have in the area, and 
would indicate a loss of these strategic materials and also would serve 
as bases for attacks on the United States. I believe you are familiar 
with the importance of the Venezuelan oil and iron ore in the area. 
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We have mutual defense assistance agreements with 12 Latin 
American countries, and they are: Brazil, Cuba, Chile, Peru, 
Ecuador, Colombia, Guatemala, Nicaragua, Honduras, Uruguay, 
Haiti, and the Dominican Republic. 
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Since these countries are not particularly right and do not have the 
financial resources to adequately support large military establish- 
nents, spec ifically the forces we would like to see in a force for the 
security of the hemisphere, we do assist them with these forces to 
the extent of furnishing material, equipment and training, and up 
to and through 1957, we have furnished approximately $156 million 
vorth of such aid. 

Mr. Morano. Just a moment. May I ask another question with 
respect to Honduras? 

What kind of military assistance program do you have there? 

Colonel THanrorp. That is similar to Guatem: ala, sir. It is about 
the same size. [Security deletions. | 

Mr. Morano. What was it last year, do you know? 

Colonel Hanrorp. It is the same. [Security deletion. ] 

Mr. Morano. And this year? 

Colonel Hanrorp. Thesame. [Security deletion. | 

Mr. Morano. Are you satisfied with the progress Honduras is 
making ? 

Colonel HAnrorp. Yes, sir. 

Mr. Morano. They expect to have [security deletion] the unit in 
force this year? 

Colonel Hanrorp. They have had their [security delegation] unit 
in force longer than Guatemala because the [security deletion] equip- 
ment was shipped and it was organized in 1954, due to the Soviet 
attempt in Guatemala. 

Mr. Morano. Thank you very much. 

Chairman Byrp. Are there further questions? 

(No response. ) 

Chairman Brrp. Proceed, Colonel Hanford. 

Colonel Hanrorp. In fiscal year 1957, from 1956, is $156,000. For 
1956, $11 million. And for 1957, $28 million, and a proposed 1958 
of $25.9 million. 

(A classified chart was referred to, entitled “Map of Force Objec- 
tives”) 

Colonel Hanrorp. There are force objectives established for each 
one of these countries. They were established by the Joint Chiefs 
of Staff. And they have been established in concurrence and coopera- 
tion with the Department of State, which assists us on the ae 
and economic advisability of such a course in a particular country 

[Security deletion. | 

Mr. Morano. Colonel, as I understand it, there is no modern equip- 
ment in this area, such as missiles, and so forth ? 

Colonel Hanrorp. There is not. Last year, I believe as you are well 
aware, due to the so-called prop jobs of the Air Force being in an un- 
support able condition, there were introduced last year some trainer 
jens T-33 and F-80e which are not the most modern aircraft, such 

an F-86; there are some F-86 aircraft in Peru and Venezuela, but 
dia pure hased those themselves under their military sales. 

Mr. Morano. We have our own American bases? 

Colonel Hanrorp. In Guantanamo and also in Trinidad. We also 
still have some in here (British Guiana). 

Mr. Morano. Thank you. 
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Colonel Hanrorp. In Brazil we have a base now which is a guided- 
missile tracking station there on an island, which was recently ac- 
quired this year. That will not be a United States base in the true 
sense, such as having a lot of military personnel on the base, or any- 
thing like that. 

Mr. Morano. Have we a lease there? 

Colonel Hanrorp. We have a 5-year lease, yes, sir. 

Mr. Fascett. Is that a contract station ? 

Colonel Hanrorp. I am not sure what you mean by a contract 
station. 

Mr. Fasceix. Operated by a private contractor rather than the mili- 
tary. 

Colonel Hanrorp. No, sir. 

[Security deletion. | 

Colonel Hanrorp. That is right, sir, on the rehabilitation of some 
aircraft that are usable for antisubmarine warfare work. These will 
be placed in the force objective. 

Mr. Fasceti. Was that equipment in the force objective for 1958 

Colonel Hanrorp. Yes, sir. 

Mr. Fascetx. It was in the force objective in 1957 ? 

Colonel Hanrorp. That is right. 

[Security deletion. | 

Colonel Hanrorp. The furnishing of these additional aircraft that 
are in the overall worldwide map program, but they are being re- 
used and they will have to be rehabilitated before they are shipped 
to Brazil [security deletion }. 

We decided we could do it, since it had been recommended by the 
Joint Chiefs of Staff in the latter part of 1956. We felt we nae do 
it with the 1957 money available, and we did so. 

Mr. Fascery. Did the increase in the 1957 money come out of re- 
gional funds? 

Colonel HanForp. I don’t believe so. I believe it came out of the 
total worldwide funds. 

Mr. SELDEN. From where were those planes transferred ? 

Colonel Hanrorp. Great Britain. 

Mr. Sevpen. How many were transferred ? 

Colonel Hanrorp. There were about 50 of them. Some of them will 
be utilized for sales, as in the United Kingdom they are no longer 
usable in that particular area. They are P 2-5’s. It is used for anti- 
submarine warfare work. 

Mr. Fasceti. Are there any naval vessels programed for Brazil 
for fiscal year 1958 ? 

[Security deletion. ] 

Mr. Fasceitit. The money necessary to make those programs avail- 
able is included in the estimate for 1958 ? 

Colonel Hanrorp. Yes, sir. 

Mr. Fascetu. In the military assistance ? 

Colonel Hanrorp. Yes, sir. 

Mr. Fasceu. I notice for Brazil it is all grant money. Maybe I 
ought to direct my next question to somebody else. 3 

Mr. Morano. Will the gentleman yield at that point? 

Mr. Fasceuyi. Yes. 

Mr. Morano. Military assistance as I see it [security deletion] i 
that right ? 
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Colonel Hanrorp. That is right. 

Mr. Morano. That is all grants. 

Mr. Fascetyi. I am just asking him now. 

I just want to find out what the reason for that is. 

Colonel Hanrorp. Well, it is the foree—— 

Mr. Fascetyi. I mean the reason for making it all grants. I thought 
Brazil was one of the better-off countries in South America. 

Colonel Hanrorp. These various items you see here [security dele- 
tion], and so forth, we assist in training and the maintenance to in- 
sure proper efficiency of those units. 

Also Brazil is rather anxious that we participate to a greater de- 
gree financially in view of our desire for the guided-missile tracking 
station. She feels that by placing that tracking station on her terri- 
tory it makes her more vulnerable and therefore that we should assist 
her in her military projects even more than we do. 

Mr. Morano. Will the gentleman yield ? 

Mr. Fasceiu. Yes. 

Mr. Morano. Does the gentleman know what the military budget 
of Brazil is for 1958 fiscal year? 

Colonel Hanrorp. I know it runs around $600 million a year, and I 
do know that the 1957 budget was greater than a billion dollars. 

| Security deletion. ] 

Mr. Morano. What is the principal item ? 

| Security deletion. | 

Mr. Morano. Where is that. work done, in our yards? 

Colonel Hanrorp. It is done in our yards, yes. 

Mr. Morano. Whereabouts ? 

Colonel Hanrorp. I don’t know whether it would be done in Phila- 
delphia or Boston or in the New York area. 

Mr. Fasceii. It might be done in Miami. 

Mr. Morano. That is what 1 was trying to find out. 

Mr. O’Hara. Mr, Chairman, might I suggest, some of us have to be 
back on the floor and it would be helpful if the witness went through 
the charts and then have the quetioning start. 

Chairman Byrp. May I say in answer to that suggestion, Mr. 
O'Hara, it is very appropriate but as long as the questioning of the 
gentleman from Florida pertains to the chart immediately before us 
I think it has been the practice of the committee to permit him to ask 
his questions. 

Mr. O'Hara. I hope we can expedite it a bit. 

Mr. Fascein. I will waive it. 

Colonel Hanrorp. It may be said that we have no typical military 
assistance program in Latin America since the assistance rendered 
to each of the 12 countries is of such a wide variety. We have two 
extremes here, Brazil as you can see has the larger force objective 
due to its strategic location, due to its size and also the extensive 
coastline where she needs ships to assist her in her coastal work. 

For this program up to and through 1957 we have furnished approxi- 
mately [security deletion] for material, training and equipment to 
support this force objective. 

For the 1958 program we are requesting approximately [security 
deletion]. In contrast we have the program for Honduras which is 
only 1 infantry battalion, and the cost of that battalion through 1957 
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was [security deletion] in equipment, training and materiel and for 
the 1958 program I believe we are aski ing for a total of [security de- 
letion }. 

Cuart VII 


Me  e, Strategic import . 

or eee ®BASE RIGHTS 

$26 million ®RAW MATERIALS 
to: maintain =. @ PROXIMITY TO US.. 


US. position in area * PANAMA CANAL 


1% ~ | MAP Objectives 
0 of *Provide essential equip- 


FY 1958 | | ment and training for 


Program 


area defense 


ER PEO LOLOL TG IR BR egpes oF 


To sum it up we feel we need a military assistance program in Latin 
America to insure that bases are available when we need them, that 
the sources of strategic materials are always available, that because 
of its proximity to the United States that it is secure and not available 
to an enemy, whereby they can acquire bases, and also to insure their 
assistance in the defense of the hemisphere and specifically the Panama 
Canal. 

For this we are requesting, to maintain the United States position 
in the area, some $26 million for fiscal year 1958 which as you can see 
is 1 percent of the total request, worldwide. 

Now, gentlemen—— 

Chairman Byrp. Is there another question while the colonel is 
beside his charts? 

Mr. Morano. What was it for eart 

Colonel Hanrorp. Approximately $27 million, sir. 

Chairman Byrp. Are there any further questions? 

Mr. O’Hara 

Mr. O’Hara. Mr. Chairman, if I may be permitted, I would like to 
direct one question—and this is not of too much importance perhaps 
but I am a little curious—to the witnesses of the ICA. Looking over 
the map here I see the legal residences by States of the overseas per- 
sonnel in Latin America. I see relatively few from the Middle West. 
Chicago, Il., being the second largest city in the country, nevertheless 
has a small number. 

How is that personnel selected ? 

Mr. Atrwoop. It is selected in terms of the actual jobs which are 
required out in the field, according to civil-service procedure. 
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Mr. O’Hara. Does the Government find that our young men in 
Chicago are not interested ? 

Mr. Arwoop. I think perhaps a good many have come from Chicago, 
but their legal residence may now ‘be Maryland. 

Mr. O’Hara. That I understand. 

I see Illinois, 16; Wisconsin, 8; and Ohio, which has some great 
cities, only 13. Michigan has a few more, 23. But that seems to me 
entirely out of proportion. 

Mr. Arwoop. The only thing I can say, sir, that might bear upon 
it is that one of the most desirable elements in choosing people for 
these programs, are ones who speak Spanish and speak Portuguese 
and the language of the country. It may be that concentration in 
some of the Southwestern States where the Spanish language is more 
often a part of their equipment might account for it. I am not saying 
that is the answer. 

Mr. O’Hara. I doubt you would find more Spanish scholars in 
Kansas than in Illinois. 

Mr. Corrin. Will the gentleman yield ? 

Mr. O’Hara. Yes. 

Mr. Corrry. I can’t understand how they managed to get one from 
Alabama there. 

Mr. Setpen. I was just going to say, if it would make the gentle- 
man feel any better, there is only one from Alabama. 

Mr. O'Hara. I was not criticizing, but my thought was this: In 
Chicago, of course, we are very much interested in Latin America 
because of our growing exports there. It would seem to me a larger 
portion of the personnel in Latin America might well come from that 
city and the Middle West generally. I wonder if the young people 
of our area are kept informed of the opportunities in this service. 

Mr. Arwoop. Yes, sir. We have an intensive recruiting program 
in this, and it is done in all of the States. As a matter of fact, the 
inclusion of this chart was because we were very happy to see that we 
had succeeded in getting such a representative group from the United 
States. 

I think it is really surprising. 

Mr. O°Hara. How do vou go about recruiting ? 

Mr. Arwoop. We have our people on whom we have to rely for the 
recruiting out in the field. We have the regular recruiting procedure 
here in Washington. 

Mr. Sevpen. How do you go about recruiting in the State of 
Alabama / 

Mr. Arwoop. I don't know that we go beyond having people visit 
the universities. 

Mr. Setpen. Do they visit the universities ? 

Mr. Arwoop. Yes; they do, and that program is being stepped up 
for the next year because, frankly, we are having some difficulty in 
recruiting capable people who can handle this type of a job in the 
field. 

Chairman Byrp. Gentlemen, we will proceed now under the 5-min- 
ute rule as has been suggested by our distinguished chairman. We 
will not go according to Robert's Rules of Order, but proceed acc ording 
to another book of rules which says that the first shall be last. and the 
last shall be first. 

o, Mr. Coffin, you may proceed with questions. 
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Mr. Corrin. Mr. Chairman, I missed the earlier part of this testi- 
mony, and I think I will waive questions at this particular time. 

Chairman Byrp, Mr. Prouty— 

Mr. Provuty. I wish to pass. 

Chairman Byrp. Mr. Fascell—— 

Mr. Fascext. I would like to get Mr. Rubottom’s reaction to the 
possibility of an amendment being introduced specifically to the Latin 
American program which would say, in effect—and mind you I am 
not sponsoring this amendment. I have a different one in mind, but 
there is a possibility that one like this might come along. 

No military assistance funds shall be made availabile to any country which 
in law or in fact is a dictatorship. 

Mr. Rusorrom. It would not serve the United States interests to 
place that type of restrictive amendment on the legislation. ‘There 
are all shades of governments with which the U nited States main- 
tains relations throughout the world, not just in Latin America. 

The United States maintains rel itions with all countries with which 
it does, in order to achieve its own goals—bearing in mind the security, 
well-being, and the interests of the people of the United States. 

In other words, we do it in our own interests. 

Mr. Fasce.u. Therefore, I take it you are unalterably opposed to 
any such amendment if it were to be offered. 

Mr. Rusorrom. Yes, sir; 1 would oppose such an amendment. | 
think the maintaining of relations, including the military relationships 
with a country, do not imply approval of the type of _ meager 
which it happens to have, and which is, after all, the business of 1 
own people. 

Mr. Fascetz. All right, sir 

I have some other questions: Dealing with the special $15 million 
economic fund, that was in the bill last year. How is that accounted 
for in these charts? Is that under special assistance ? 

Mr. Rusorrom. That special amendment involved ultimately the 
approval of projects in seven different countries, and I believe it 
encompassed just about the whole purpose and objective of that 
Smathers amendment to which you refer, and the various kinds of 
programs in these countries. 

Mr. Fascetx. It dealt with sanitation and resettlement and land 
settlement. I am advised all of that money has been loaned out. 

Mr. Rusorrom. That is correct. 

Mr. Fascetx. I hope I can prevail upon my colleagues in the com- 
mittee, here, to write into the bill for the House a corresponding 
amendment to that adopted by the Senate, setting up a special-develop- 
ment fund again for Latin America on this same basis. 

Mr. Morano. Is it in the Senate bill now? 

Mr. Fascety. Yes. 

Chairman Gornon. The Senate approved $15 million; did it not ? 

Mr. Fascety. It was 25, Mr. Chairman. 

In reading the report for the use of funds last year and recognizing 
of course, that there are sources from which these countries can get 

loans if they want them, it would seem to me that the projects have 
been sufficiently screened to make this a worthwhile effort. It is not 
quite in danger of private development, and yet, seems to be of a size 
sufficient to be of particular value to our rel: ationships in Latin Amer- 
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ica in helping their economy particularly in those fields, and I won- 
dered if you could comment on it. 

Mr. Rusorrom. Mr. Chairman, and members of the committee, we 
have given this rather searching consideration. The $15 million 
amendment to last year’s program while it was opposed by the ad- 
ministration did receive our pledge to try to put it into effective use, 
and I believe we have done that. 

I hope you and your constituents and the people and the recipients 
of this aid will hear this out. 

I think this year there is a completely new approach in some respects 
to the economic aid aspects of mutual security. We reached the posi- 

tion that since there is a development loan fund of $500 million and 
since we believe that Latin America would have access to that fund, 
that it was not necessary to have a special earmarked portion for loan 
development in Latin America. 

Many of the criteria of the development loan funds are more or 
less the same. The objectives are more or less the same, as that 
envisioned last year under the bill. 

We have again chosen not to support that type of project or spe- 
cial fund. 

I think, to repeat, that our position has logic by virtue of the fact 
that in the development loan fund with its many similarities, we 
have, you might say, pledged ourselves that Latin America will have 
access to that, bearing in mind the criteria to qualify under it for 
loans. 

Chairman Byrp. Your time has expired, Mr. Fascell. 

Mr. Morano. 

Mr. Morano. Just to conclude that, Mr. Secretary, would it not 
perhaps be possible to exclude Latin America under that $500 million 
development by reason of failing to meet the criteria or by reason of 
priority in other sections of the world 

I mean, you say you expect they could have access to this arte 
ment fund, but there wouldn’t be any guaranty that they could get 
in it. 

Mr. Rusorrom. Sir, it would be possible in theory to deny access to 
Latin America of that fund, but I think I can pledge to you in all 
honesty, sincerity, and in good faith, that there is not the slightest 
equivocation or reserve on the part of any of us in the administra- 
tion who have made that pledge of accessibility to it. It doesn’t 

armark any certain amount but it does certainly bear in mind their 
qualification for it. 

Mr. Morano. I would be willing to take their word for it were it 
on the question of policy, but I would like to further get from you 
the amount. Is it comparable to at least as much, if not more than 
what they had last year’ 

Mr. Rvusorrom. You are ask ing for some crystal-ball gazing, and 
you are asking for some statements which are not cleared. 

I would say, however, in my own thinking, and in considerations 
with some of my colleagues working with Latin America, we have 
thought of an amount that would at least equal the amount in the 
Senate bill. I wouldn’t say it would come out to be exactly that much. 
It might be more. It could be cone eivably less. 

Mr. Morano. Mr. Secretary, you have progr amed for 1958, $26 


| million for military assistance, $32 million for special assistance, and 


| 
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$36.5 for technical assistance. Will you tell me how you arrive at 
these figures ; 

Let me put it this way: how do these figures compare with the 
requests made by the specific countries. 

Mr. Rusorrom. That isa good question, Congressman. 

[ think you would be surprised at the amount of communic ation 
between the Washington agencies and the field posts involved in an 
effort to arrive at these figures. I think the efforts on the whole are 
based on a fairly accurate, reasonable appraisal of the needs and of 
course, as Mr. Atwood stressed awhile ago, there has to be a bona fide, 
genuine request for technical assistance in connection with the cooper- 
ation programs. 

After 15 or more years’ experience in that field I think the partici- 
pating countries understand the rules of the game, so to speak, and 
they recognize the limits within which they and we must operate. 

Of course, they have budgetary restrictions of their own. Of the 
$35 million, we will put in for bilateral technical cooperation they 
will put in some $52 million next year. For the $26 million of mili- 
tary aid, bear in mind their total budgets are 1.4 billions of dollars. 
That is just a very infinitesimal amount. They are very carefully 
screened. 

The $32 million for special assistance for the three countries are, 
I think, arrived at with the statement: 

“What is our goal?” 

“What are we seeking to accomplish in Haiti and Guatemala and 
what is the minimum amount with which we can achieve our goal?” 

The climate here in the United States, I think—the idea of you in 
the Congress and the people—is to tailor these programs to irreducible 
minimums, 

Mr. Morano. Would it be possible for you to put in the requests 
made and the amount you finally arrived at that you would request 
the budget to approve, and was finally so approved ? 

I don’t know whether that is a proper question or whether it is too 
gigantic a proposition. 

Mr. Runorrom. I have just had put before me as an example, some- 
thing which may respond to your question. In the field of bilateral 
technical cooperation, some $35 million of requests were screened to 
obtain the $35 million program requested. 

You could not do it on a country-by-country basis but maybe you 
could do it ona Western Hemisphere basis. 

Mr. Morano. Thank you. 

Chairman Byrp. Mr. Selden? 

Me. Secpen. After the Communist regime was overthrown in Guate- 
mala both this committee and the Congress have made every effort to 
allocate to Guatemala the funds necessary to rehabilitate that nation. 

In doing so, have we caused any friction among the other Central 
American countries? Have they resented the fact that we have givet 
large sums to Guatemala while much smaller sums have been allocated 
to them ¢ 

Mr. Revorrom. I will be able to answer that question better 2 weeks 
‘rom now, because I am going down there. It is the first trip I 
have been able to make since I have been here. However, I think I am 
safe in saying that there hasn’t been any serious difficulty. I think 
there was a recognition that there was a common problem there that 
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had to be met by the Americas as a whole. There was a recognition, 
a certain vicarious pride if you wish, because of the overthrow by the 
people of this Communist menace in that area, and to all of the 
Americas. There was a recognition that the United States was the 
ouly one who could provide the assistance to help them rehabilitate 
themselves, and overcome this personal problem they were left with, 
of a denuded treasury, of a dispirited people, and a defrauded people, 
if you like. 

{ would say I haven’t sensed any resentinent, at all, on that score. 

Mr. Sexpen. Colonel Hanford, you have been stationed in that 
area—would you care to comment ¢ 

Colonel HAnrorp. I have never noticed resentinent so to speak 
among the military. All the forces in the area are of comparable 
size. ‘They are small countries and they recognize the facts. 

We found that El Salvador and Costa Rica—-Costa Rica had no 
so-called army. It had a police force, and they had no need for a 
bilateral and the same for El Salvador. They had a small armed force, 
but I can’t say any questions have come up. 

Chairman Byrp. Mr. Radwan—— 

Mr. Rapwan. Thank you Mr. Chairman. 

Mr. Secretary, part of my question is answered. I see there is noth- 
ing in here for Argentina. I notice here that the technical coopera- 
tion agreement is presently under negotiation with the Government of 
Argentina. Could you give us the benefit of your projected thinking 
on the pending negotiations ¢ 

Mr. Runorrom. That is easy, Mr. Congressman. Perhaps you er- 

ved just after Mr. Atwood pointed out that we have now negotiated 
that agreement and it has been signed, so that we are now preparing 
to enter into technical cooperation with Argentina. They do contem- 
plate in this request funds to initiate that program. 

Mr. Arwoop. The funds are included under the regional budget be- 
cause at the time this was presented, we did not have the agreement 
signed, 

Mr. Fasceii, Will the gentleman yield at that point ¢ 

Mr. Rapwan. Yes. 

Mr. Fasceiit. Does Argentina have as much coastline as Brazil? 

Colonel ITAnrorp. I would say “No.” 

Mr. Fascetn. It is getting no ships either, is it / 

Colonel Hanrorp. We have no bilaterals. Due to the political situ- 
ation in Argentina, from time to time, she has not seen fit to enter 
into a bilateral with us. 

Mr. Fascein. You are too much of a diplomat. 

Mr. Carnanan. Mr. Rubottom, has the $15 million special fund 
for Latin America for fiscal year 1957 been used ? 

Mr. Rusorrom. Yes, sir; it has all been programed and all obligated, 
with possibly a smal] exception. 

Mr. Arwoop. You will find it on pages 12 and 13 of my statement, 
the listing of the loans totaling $12,850,000 and the grants of $2 million 
tothe Organization of American States. 

Mr. Carnartan. The applications, were they very much in excess 
of that amount / 

Mr. Arwoop. There were several applications over and above what 
we were able to approve. Some of those applications were not worked 
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out in sufficient detail to really be considered during this fiscal year, 
especially in the field of land resettlement. 

Mr. CarnaHan. Considerably more than the amount ? 

Mr. Arwoop. Yes. I don’t have the total, I am informed it is ap- 
proximately $22 million. 

Mr. Carnanan. A little more than 50 percent of the requests, then, 
have been approved ? 

Mr. Atrwoop. I would want to say a good many of the requests were 
tentative, and were not in a form that could be ser iously negotiated 
during this last year. 

Mr. Carnanan. I was wondering if the Latin American countries 
could be expected to fare as well in the worldwide development loan 
fund. 

Mr. Arwoop. Well, I don’t think we have had sufficient experience 
. be able to definitely determine how many of the applications from 

he Latin American countries would not only fill the qualification, but 
soe a sufficiently high priority throughout the world. I don’t think 
I could answer that question at this time. 

Mr. Carnanan. I think that it might be the fear of some of us that 
these countries might not meet the priorities in the general worldwide 
fund. These possibilities might be an additional argument for a spe- 
cial fund for the area. 

Mr. Atrwoop. Insofar as meeting the criteria which have been estab- 
lished for the fund, and in our experience with the projects last year, 
they would meet the criteria. 

Whether they would meet the priority in the world, I don’t know. 

Chairman Byrp. Mrs. Bolton. 

Mrs. Bouton. Thank you, Mr. Chairman. 

| Security deletion. | 

Mrs. Bourton. With regard to communism, what is the situation to- 
day in Mexico? As far as I am concerned, it can be off the record. 

Mr. Rusorrom. No. I would say that we have an ever-present threat 
of Communist penetration by subversion and other means throughout 
the Americas. 

It tends to vary from country to country. In Mexico it seems to 
me over the last few years there has been considerable improvement 
made in pushing that threat back—as in the labor movement in Mexico, 
with the deterioration of the position of Lombardo Toledano, for ex- 
ample, and the recognition, or acceptance, rather, of a responsible role 
in Mexico’s political- democratic way of life by organized labor there 

rather than allowing itself to be dominated by Toledano, who in turn 
was certainly dominated by communistic influences. 

I wouldn’t say that threat no longer exists, but it is certainly no 
longer as great as it used to be. 

Mrs. Borron. How many do the Russians have in their embassy in 
Mexico City now? 

Mr. Rurorrom. I honestly don’t know. 

Mrs. Bouron. I would like very much to have a statement as to the 
situation today. You probably don’t have it with you, Mr. Secretary, 
but I would like to know a little bit more authoritatively what the situ- 
ation is on that score. 

Mr. Rurorrom. We will be glad to supply those ostensibly—the list. 

Mrs. Bouton. It is not the ostensible things I am interested in. 
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nar, (The information is as follows :) 


Communist Party membership in Latin America 























iD- 
: p Country | Name of organization Estimated size 
of party 
1en, Tht EEG? TAYE Tee Ted oon OR EE ee DT THEE ee Te a, Oe ce 
Argentina_- ous .| Argentine Communist Party (PCA). .....----}| About 50,000. 
Ms Sitinantck ‘ ...-.-| Bolivian Communist Party (PCB)- .| Under 2,000. 
vere aan ich ail ex ...| Revolutionary Workers Party (P OR) (Trotsky- About 1,000. 
} ite). 
ited Brazil__. i | Brazilian Communist Party (PCB)_..............| About 50,000. 
Chile_. < . | Chilean Communist Party (PCCH)_--......--- Under 40,000. 
‘ Colombia 2 a Colombian Communist Party (PCC)-_-_._--- Under 5,000. 
rles Costa Rica | Popular Vanguard (PVP) Party.- a : Under 1,000. 
Cuba . | Popular Socialist (PSP) Party ..| Under 30,000. 
oan Dominican Republic_-- ___| Communist movement outlawed June 14, 1947__..| Negligible. 
Ecuador oe ee a | Ecuadoran Communist Party (PCE) Under 5,000. 
E) Salvador. ._. | Salvadoran Communist Party (PCS)-_.._..- Under 1,000. 
nce Guatemala... - | Guatemalan Labor (PGT) Party. _--. .....| About 1,000. 
Haiti___- 4 eas | Communist movement outlawed February 27, | Negligible. 
rom 1948. 
but Honduras. . Honduran Communist Party (PCH) ------ ; Under 500. 
: Mexico saki; st hh od: .| Mexican Communist Party (PCM)......-.....- Under 5,000. 
ink 2, | Socialist Party of Nicaragua...................-.--. Under 500. 
Panama 7 BR Ug Bs Ol cL y RP eee . Do. 
POSGRUGT ii 5sicc. sen ....-.---.| Paraguayan Communist Party (PCP). ........-- Under 2,000. 
hat PE casdeesateske .......| Peruvian Communist Party (PCP)-._.............| About 5,000. 
a Uruguay. ... ‘ ..| Uruguayan Communist Party (PCU)--.-...-- '& Do. 
Tide Venezuela. ..-.- + | Venezuelan Communist Party (PCV).-...-......- About 10,000. 
' 
spe- . ae See eae an be er - 
Soviet bloc official personnel in Latin America, as listed in diplomatic lists 
tab- ac chase! iisésabebibo mess Viet tel oe tel Hl eel ls 
| | | 
ear, | | | Members| 
| Diplo- | Military,| Totals of | of fami- 
Country | matie |Economic; airand |Press ard] officials | lies also | Type of 
v. jtitles and| positions| navy cultural | listed | carried | mission 
positions | attachés | | on diplo- | 
| | matie list} 
| | | | 
j ‘ | | | 
Argentina: | | | | 
U, 8. 8, Bas:. .-| 9 | 2 | 3 3 | 17 | 17 | Em- 
to- |  bassy. 
yy Bulgaria. -. Baas 3 | Wi vena 1 5 6 | Lega- 
yI d. | | tion. 
reat Czechoslovakia | 3 | 3 | 2 « 8 Do. 
Hungary . 3 | 2 | 1 6 6 Do. 
out Poland : | 6 | 1 } 7 7) Do. 
Rumania 5 2 7 5 Do. 
Bolivia: Czechoslovakia } 2 BPs eal oa 3 3 Do. 
Brazil: 
5 to Czechoslovakia sce! 4] 2 ee: hamata 6 6 Do. 
ent Poland 5 | 3 wwe é 8 8 Do 
: Ecuador: Czechoslov ki a 2 " 2 2) Lega- 
1¢c0, ¢ vu0 Cc i a | | thon. 
ie Mexico: | | | 
ex GR Chicas 258s eaneceniel 14 | 1 | 6 | a 21 | 20 | Em- 
role | | bassy. 
Czechoslovaki: 4 2 1 | 7 7 | Lega- 
ere zechoslovakia | | - al 
. Poland | 3 | Bilitwcwed du i 5 6 Do. 
urh Peru: Czechoslovakia 1} abe - 1 1 Do. 
Uruguay | 
. U.8.S.R a 8 1 didawel Sbdccobdce q 9 | Legation. 
no Czechoslovakia... . waves} 3 | Bld. . esis ie 4}. ntsaewes | Do. 
: amin eis ut sh ys! | Oe ee oe neon it 116 | 110 | 15 
y in _ Gee ! om Eh x 
j x . \ . oO . . 
Chairman Gorvon. Could you also include the Soviet personnel in 
the | 2ach country ? 
ry, | Mr. Rusorrom. There are Soviet embassies in three countries, and 
itu- | then there is a Czech in one and Polish in another—are you inter- 
| ested in Communist Party representation ¢ 
list. Mrs. Boutron. Yes, please. 


What is the terrain in Peru; is it mostly high ? 
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Mr. Arwoop. It is divided between your narrow coastal belt and 
then the very high intermountain plateau between the eastern range 
and the western range. 

Mrs. Botton. Are the people up there quite primitive ? 

Mr. Atwoop. Yes, indeed. There are 2 or 3 million Indians up 
there. 

Mrs. Botton. What have you sent over by way of farm machinery, 
or agricultural machinery / 

Mr. Atwoop. I can’t give you the exact figure, but there have been 
large amounts going into Peru. 

Mrs. Bouron. How could they be used in the high terrain by primi- 
tives ? 

Mr. Atwoop. They are being used, and they have set up coopera- 
tives in the terrain where they “have been using them. It is different 
types in different parts of the country. 

The great big land clearing machinery, for instance, is being used 
on the eastern slope in the jungle area, and the intermountain pi: vtenu 
area has the regular roadbuilding machinery, and there is special big 
machinery being used on the coastal area which is pretty highly de- 
veloped for irrigation farming. 

Mr. Rusorrom. Would it be fair to say we are not putting machin- 
ery, though, into the hands of pr imitives W ho are unable to use it ? 

Mr. Arwoop. That is correct. 

Mrs. Botton. What is the ratio of machinery that is going in, is it 
really no more than can be used and is it being used largely by the 
big haciendas? 

Mr. Atwoop. It is going in at _ 1e rate at which training will prepare 
people to handle it; it is going principally for use by the overall farm 
ers and not the large haciendas. 

Mrs. Borron. I would like to know what you are doing in South 
America with women, in your organization, and in the work all through 
the country. I happen to know Latin American women. They need 
us very much. Isee no mention of a woman in any spot. 

Mr. Arwoop. We have quite an extensive program, Mrs. Bolton, 
and I will be glad to give you a statement on that if you like. 

Mr. Rugsorrom. We just had a very fine meetir ng here of the Inter- 
American Commission of Women. 

(The information is as follows:) 


STATEMENT ON WOMEN IN POSITIONS OF RESPONSIBILITY IN LATIN AMERICA 


Attached is a list of the women employed by ICA in positions of responsibility 
to participate in the programs of technical assistance in Latin America. The 
three major fields of technical assistance are health, education, and agriculture. 
Women are used extensively in Latin America in these fields where they have 
already acquired recognition in the United States. Responsibility must be 
delegated to each technician working in Latin America, whether man or woman, 
since there is usually only one United States technician to cover a specialized 
field unless the country is so large that others are needed and assigned to render 
specialized advice and assistance within a geographic area of the country. 
In no case is the technician just a “doer.” She is responsible for training 
nationals of the country who can train other nationals. The impact is a chain 
reaction. 

The following summarizes the types of responsibilities delegated to each 
woman in her specialized field : 

The number of education advisors is considered large since each is responsible 
for either technical direction of the elementary education program for an entire 
eountry, working with the Minister of Education, or is assigned to work with 
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various normal schools to advise on and demonstrate utilization of better teach- 
ing techniques and teaching materials in all subjects. They are engaged in 
the training of teachers and development of curricula and teaching materials. 

The number of public health nursing advisors is also large since their work 
is directed to the introduction of better public health services through training 
public health nurses for public health facilities, hospitals, and for the develop- 
ment of curricula and techniques for nursing education institutions or universi- 
ties. At present we have 2 women who Serve as medical officers within the 
programs, 1 of whom is the assistant chief of the entire ICA heaith program in 
one of the Latin American countries. 

There are other women in the public health field who are looked to as the 
senior advisors in their fields of specialization by the United States staff and 
by the cooperating Minister of Ilealth in the Latin American country to which 
assigned. These are specialists in such fields as health, education, dietetics, 
serology, hospital personnel services. 

In those countries where it is recognized that the nationals of an area are 
anxious for the utilization of the community development technique whereby 
the people of the community are organized to plan and do projects which they 
feel necessary for the improvement of the living conditions in that community, 
recognized women in this field have been utilized to develop these programs and 
have devoted energy and effort in backward areas, where living conditions are 
anything but desirable, to organize and work with the nationals of an area in 
executing desired projects. 

Women are used wherever possible in Latin America to assume responsibilities 
within the ICA programs in the executive management, training personnel, and 
fiscal areas. They assume responsibility for an entire function of a mission 
such as training, disbursing, accounting, personnel, or if the program is large, 
serve as an assistant to the senior responsible officer. 

The attached list does not include 21 secretaries at present working for ICA 
in Latin America. 


Women technicians assigned to Latin America as of June 21, 1957 


BOLIVIA 


Name Title 
Balke, Grace A___- niccachaaptoian a Assistant disbursing officer and accountant. 
Olowach, Dorothy L_------------. Administrator and program accountant. 
Anlauf, Lena Mae__________-_--__. Home economics adviser. 
Vila UDG, BERTON BE ices certs enone Do. 
Russo, Gloria____ _....-.--.... Public health education adviser. 
Johaneson, Aase (Miss)_._..__--_-. Public health nursing adviser. 
Finnerty, Earlene T tai Do. 


Olsen, Hazel C___ . _.._....... Educationist (director of curriculum labora- 
tory). 


O’ Hara, Hazel_- _..-.--.-...... Technical information adviser. 


BRAZIL 


Renwick, Cathaleen A Area program officer. 
Schwab, Melva M bag . Assistant executive officer. 
Connor, Louise— __..... Personnel assistant. 


Rodriguez-Chacon, Sarah B__- _. Home economics adviser (area). 
Crosby, Ella Mae___----~- Shiked Do. 
Lenington, Beatrice L___---------- Public health nursing adviser (hospital) 
Sprague, Eleanor M___--_-~----- Dietitian adviser. 
Godert, Lucy Mae___-------------. Public health nursing adviser. 
Fay, Alice M a eS Do. 
Albold, Margaret___- ar = Do. 
sonneau, Helene M- _....-..-. Pediatric nursing adviser. 
Rahm, Evelyn_-_- _........ Public health education adviser. 
Keys, Lavinia_.._..._._.____.__-_-__. Chief, community development division. 
Schulte, Mary FE ; Social worker adviser. 
CHILE 
Kain, Catherine M : ______. Public health nursing adviser. 


Ott, Nancy c : Public health education adviser. 
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Women technicians assigned to Latin America as of June 21, 1957—Continued 


COLOMBIA 


Name Title 
Southerland, Eleanor_____________ Home economics adviser. 
mMoorencad, Mary V___........_...... Training officer. 
ee en ee nan Public health education officer. 


Se ena edi Ape d= Public health nursing adviser. 


COSTA RICA 


Read, Mary Grace__..._.___..~-- . Administrative officer. 
Silberman, Eleanor S______-_____-_ Training and reports officer. 


DOMINICAN REPUBLIC 


I a ih ites te Elementary education adviser. 
I te ig els ‘ Do. 
ECUADOR 
BeOrtGe, SOURS Po eee Training officer. 
lL ele i RSE Home economics adviser. 
I ona cares tnsnmeneiriseinne Public health nursing education adviser. 
I NN ak i cnttmcseie ie Elementary education adviser. 
hh a Do. 


EL SALVADOR 


Teixeira, Carrie H. R___--_--- _._. Public health nursing adviser. 
rr ON ae Serologist. 
NN I IN icici eres evines Home economics adviser (elementary). 


GUATEMALA 


EEA, SAT EIOOG Bane ice . Hospital personnel adviser. 
ep Le SN ee Procurement adviser. 

Monoiux, Irma Vay—............. Public health nursing adviser. 

ORE nh Gk os les Hospital nursing adviser. 

Cramer, Berniece F________-_ __... Public health nursing adviser (maternity). 
I tei nsisntnnteiwimenis Nursing adviser( pediatric). 

een: Bere _.. Home economies adviser. 


HAITI 
Bowditch, Sarah M., M. D________- Assistant chief, Public Health Division. 
POU TRON I a es ty, Public health nursing adviser. 
Wee ets Sek Public health laboratory adviser. 
meer. Lecetine MW... Elementary education adviser. 
NN _.. Home economics adviser. 


HONDURAS 


Morgan, Virginia W_.--------- ... Public health nursing. 
Powers, Leversia L_............- Technical director of elementary education. 
CG IG FE ite cesinenneioiee Home economics adviser. 
Gonzales, Dolores____....-.....-- Elementary education adviser. 
Keithahn, Luella M_...----.--~--- Elementary education adviser. 
MEXICO 
Russell, Caroline G............----+- Public health nursing adviser. 
SE RN I cere cseknscecetipmiipeere men Community project adviser. 


NICARAGUA 


BETH TAOTIS BE cee cee Home economics adviser. 
de Sanchez, Victoria D__---------- Technical director, rural education. 
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Women technicians assigned to Latin America as of June 21, 1957—Continued 


PANAMA 
Name Title 
Zimmerman, Evelyn___._________- Nursing adviser. 
Ae MAR NONI TAR chien ain er kei excta stint Nursing education adviser. 
McKnight, Whilima__....________ Public health nursing adviser (TB control). 
de Porrata, Blena B.............. Social welfare adviser. 
PEUNOON: BOOB IN osiicst hncineicccrntazeudicn Elementary education adviser. 
Barnhart, Rebecca..........._.... Elementary education adviser. 
BEIGCR OL: Wat ANON Baio. a cecicicen cons Elementary education adviser. 
Ornes, Evangeline M__...-____-_-_- Blementary education adviser. 
PARAGUAY 
ol > | ORES ESS Pe ee ae 9 37 Public health nursing adviser. 
Hewell, Barbara, M. D___--__-_____ Medical officer. 
PU a Elementary education adviser. 
Huddle, Miriam W_.._________-_-__. Librarian. 
PERU 
BOO, BEGNUOGOE Fin... cscs iviiinintn crates Administrative assistant. 
BEVGSe, MEANT OO... snntebcwndaddemces Public health education adviser. 
PEROE BG ti ctidietnduteteeiids Public health nursing adviser. 
BON DEPOT a sos csi ccctcns xia ec wei Public health nursing adviser. 
Rt: SINE IIE x. heecaatarcatneueads tt Public health education adviser. 
Putnam, Emilie B_____-___________. Social administrative adviser. 
Paisley, Marjorie F........<.0ss<< Home economics adviser. 
Laguna, Francisca__....._.._.______. Home economics adviser. 
URUGUAY 
Carroll, Margaret F_______- ce a Public health nursing adviser. 


Zalduondo, Maria._................ Public health education adviser. 


OVERSEAS TERRITORIES 


Surinam: 


PEOUOWSS; TONG ln ec nnivas Home economics adviser. 
Becknell, Wilma____-— pee bic ok Public health education adviser. 
Schreiber, Florence_____-.--~- Public health nursing adviser. 


British Honduras: 
CUVEE, COPE Bi nce se den a acs Administrative assistant. 

Mr. Arwoop. We have had several regional conferences, including 
Latin American women. 

Mrs. Bouron. But how many women are included in your organiza- 
tion, anywhere ? 

Mr. Arwoop. We have quite a few. 

Mrs. Bouron. I would like to know where they are, what work they 
do, how much responsibility they have, and how much judgment you 
permit them to express. 

Thank you very much, Mr, Chairman. 

Chairman Byrrp. Mr. Morgan. 

Mr. Morgan. Mr. Secretary, is the present provisional government 
in Argentina a stable government ? 

Mr. Rurnorrom. Well, I don’t like to evade, and I would say it has 
shown itself to be stable after a year and 9 months to a degree probably 
greater than most people thought it could, and it has also withstood 
several attempts to push it over. 

[Security deletion. ] 
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Mr. Runorrom. It is trying to hold the country together, and main- 
tain a government until the democratic electoral process can give it a 
constitutional government. 

Mr, Morcan. When do you think they will get around to holding 
an election ? 

Mr. Runorrom. The constituent assembly election to amend the con- 
stitution is scheduled for July 28, next month. It is contemplated 
that general elections will be held next February, I believe. 

Mr. Morcan. Is it pro-United States ? 

Mr. Rusorrom. I sense that it is. I think one of the greatest im- 
provements in the whole of the Americas is the general tendency of 
good will and friendship toward the United States now coming out 
of the Argentine. 

Chairman Gorvox. Do the people share this friendship and good 
will? 

Mr. Rusorrom. Yes. The people, the press, and the military. 

| Security deletion. | 

Mr. Morgan. Under the technical assistance agreement that was 
signed last week, it consists of over a million dollars in amount. 

Mr. Runorrom. That is just a global amount, without a specific, 
planned program worked out, that we have in mind. 

Mr. Morcan. There is no planned program ? 

Mr. Arwoop. There have been no plans presented by the Argentine 
(covernment up tothistime. It was signed in June. 

[Security deletion. | 

Mr. Morcan. It is a known fact that Argentina has been up here 
ittempting to buy some military equipment. 

Have we sold them anything in the last year or year al da half in 
the way of military equipment 4 

Colonel Hanrorp. Yes, we have. 

{Security deletion. | 

Mr. Arwoop. What about those cruisers ? 

Colonel Hanrorp. Those were acquired back under lend-lease, and 
all the countries in Latin America were permitted the same privilege 
of purchasing these ships which they did under the lend-lease pro- 
oram. 

Mr. Morcan. How many ships did Argentina take ? 

Colonel Tanrorp. I really don’t know how many ships they did 
vet under that provision. 

Chairman Byrp. Mr. Vorys. 

Mr. Vorys. I don’t join with some of my colleagues in boosting the 
amounts for Latin America above what is felt necessary by those 
administering our program. 

I realize this is the oldest of our technical assistance programs. It 
is about 15 years old. I see that our technical assistance program for 
the last 3 years is going up and up and up. 

I am inclined to agree with a General Accounting Office survey 
where they said this was getting to be a sort of a permanent thing 
down there. Tt seems in 15 years we should have given about all the 
technical assistance we can in agriculture or one thing and another, 
and we ought to be able to turn over to the Export-Import Bank and 
our leading institutions the lending, financing, and be tapering off, 
rather than building up, in our aid. 
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I am apparently out of step with my brethren. 

For instance, in Peru, when I was there last yee r—and I confess to 
be very ignorant of the area, but we were told that Peru’s was a mature 
progriuun, Whereas, in ther countries they were just getting under- 
way. In Peru they had been at it for a long time, over 10 years, I see 
by the book, here. 

"Now, what is the policy? Congress seems to want to keep on going 
up and up in Latin America, but what should our policy be? In 10 
or 15 years shouldn’t we have told them about all we know in the wa) 
of expert advice and knowhow ¢ 

Mr. Rusorrom. If I can reply briefly, I am sure Mr. Atwood can 
answer your question perhaps better than I. 

We feel that in the long run the technical cooperation program is 
the real base of our economic assistance program to Latin America. 

Mr. Vorys. It surely is a long run; 15 years, now. 

Mr. Rvusorrom. In relative amounts, Congressman, and considering 
the vast spaces, and large numbers of people, the program is still not 
large in terms of assistance programs. And particularly if you break 
it down, country by country. 

It provides for one thing, excellent opportunity for this people-to- 
people approach. We have our field parties out in the hinterlands of 
the countries concerned, actually showing people how to use the agri 
cultural equipment that your colleague just referred to, actually going 
into teaching techniques in schools and actually showing the nurses and 
the untrained personnel how to inoculate and participate in these 
public health programs, just to mention the three most important 
phases of technical cooperation. 

Mr. Vorys. Understand, in 4 or 5 of the countries I have been out and 
watched that going along, and it is fine unless you realize we have been 
doing the same thing for many years, and are apparently planning to 
go up and up, and on and on. 

Mr. Rurorrom. However, I think the programs are bringing good 
results and coupled with the investment type of operation, I think it is 
going to do more than anything else to rapidly raise the standard of 
livi Ing and help these people achieve their aspir ations that Mr. Atwood 
referred to earlier in his testimony, and that dollar for dollar we 
couldn’t spend that ocd better in Latin America than we are now 
doing in our technical cooperation program. 

Mr. Arwoop. Mr. Vorys, we have asked ourselves the same question 
many, many times, I can assure you, the same questions that you have 
asked. As a matter of fact, in Peru, we had a very careful evaluation 
made of that program during this last year. That is one of the reasons 
I used it in this chart. As you can see the Peruvian Government is 
contributing over half of it, but regardless of that you can see we are 
operating in these general fields ‘of agriculture, health, edueation, 
labor, rural development and miscell: aneous, 

Now, within those general fields we have a series of projects which | 
have tried to list here like economic activities, fisheries, and so forth. 

Mr. Vorys. I have gone over those. 

Mr. Arwoop. In the next group of activities you see the terminal 
facilities that we have planned. Those activities have definite date 
and definite periods. It is perfectly true that in certain parts of Peru 
we have completed what we think is effective technical assistance to that 
group in a certain field. Say in agriculture. 
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Mr. Vorys. And I understand your amount has dropped this year. 

Mr. Atwoop. Then, when we move to another area. That program 
has stopped and they can carry iton themselves. Then, the agricultural 
extension may be conducted in another village, in another part of Peru. 
It is still under that project. That project continues. But the 
selected activity has been completed. And so that during the year and 
as you go from year to year you will find that each project is made up 
of a new series of activities and we are attempting to limit our con- 
tribution to what we think is necessary, what can be effective in order 
to get them to the place where they can carry on in a reasonably satis- 
factory fashion. 

I might add that technical cooperation is really part of the warp 
and woof of our whole life. 

After all, in this country we are giving technical cooperation to 
all of the States all of the time. Certain programs end and other 
programs start but this program goes on and on and I don’t think 
that as long as we can render effective help to people who are trying 
to do a better job of making a living, to develop this middle class, as 
long as we can be sure in our own minds that it is effective help, I 
think it is worthwhile and in the United States national interests. 

Mr. Rursorrom. May I add one other thing? 

You didn’t hear my original presentation but I mentioned that the 
total trade between Latin America and the United States now is 
approximately $7.75 billion a year. That was the figure in 1956. 

Three billion eight hundred million dollars of that was sold by the 
United States to Latin America. The extent to which we are able 
to maintain and increase that market, which is certainly in our United 
States interests, in all of the communities of the United States that 
produce goods of any kind and gain by if will be largely determined, 
it seems to me, by the extent to which we are able to help these people 
speed up their own economic de lianitaiad pe raise their standard of 
living which is the basic design of this relatively small technical co- 
operation program. So that we have a stake there for ourselves in 
seeing that this is done successfully and therefore augmenting our own 
marketing possibilities and in turn their possibilities of selling their 
produce to us. 

Chairman Byrp. Chairman Gordon— 

Chairman Gorpon. The questions I had have been pretty well an- 
swered. The balance of my time I will yield to Mr. Vorys. 

Mr. Vorys. I don’t know that you can prove at all that our vast 
trade is the result of our technical assistance. Certainly the fact that 
private investment is booming down there means that technical assist- 
ance goes with that private investment, and the very best kind of tech- 
nical assistance in getting their plants going. 

I repeat perhaps I am out of step with the rest of the committee, 
but I don’t think we should continue pouring more and more of the 
kind of aid we have put into Latin America. 

Mr. Rvsorrom. I have spoken to the worthwhileness of the technical 
aid but I do think there are inextricably intertwined the living stand- 
ards of the people and the capacity of the market to absorb our goods 
and the goods that they the mselves produce and that other areas of 
the world sell them and that this program is enabling these people to 
develop themselves more r apidly, become literate, become ¢ apable of 
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using machines, working in plants and so on, thereby raising their 
living standards and thereby being capable of buying more goods 
of ours, of their own production and ¢ elsewhere. 

Mr. Vorys. Now, I want to jump to one program in which I was 
greatly interested, which is of a different character and which may 
arise from time to time down there. That is the Bolivian program. 
How are they getting along down there? 

Mr. Rusorrom. ‘The Bolivian program has been one of the most in- 
teresting and challenging things that we have undertaken and that 
they themselves have undertaken in c ooperation with us. 

For Latin America compar: ative purposes it has had a massive injec- 
tion of grant aid for over a period of 4 years and there is again a 
request for it. You haveac ountry with terrific climatie difficulties to 
overcome, geographic difficulties to overcome with no outlet to the sea 
and with people who are historically and culturally in many cases 
backward, and they are trying to pull themselves up by their boot- 
straps. It isa country which, if allowed to go down through the drain 
economically, or go up through the ceiling, depending on your figure 
of speech, might become a political sore spot as well. 

Mr. Vorys. Let me say I am familiar with that and was enormously 
impressed with the program we had underway a year and a half ago. 

Mr. Runorrom. A year and a half ago we hoped to be able to solve 
it by the means then being adopted. 2 was seen last year that that 
couldn’t be done, inflation became first galloping and then runaway 
and as a result a stabilization program was devised calling upon the 
ICA, the Treasury Department, and the Intern: reat Monetary 
Fund. It went into effect on December 16 of this year. We are en- 
couraged by the results and I think the Bolivian people and the 
Bolivian President have shown great courage in carrying out this 
program which has been a very, very stringent one indeed, that has 
involved hardships and sacrifice for everybody but there have been 
certain positive, beneficial results. The currency has been stabilized, 
prices have been brought down, food production and other agricultural 
production that is being used in the country has consider ably i increased. 

Mr. Vorys. How about sugar. Are they getting that ? 

Mr. Rusorrom. Yes, they are. 

Their political situation is bearing up under the strain although there 
are problems. All in all we are hopeful—as I said once before—that 
we have rounded the corner but we still have a long, long way to go in 
Bolivia. 

Chairman Byrp. I have 5 minutes now. Mr. Fascell, I will be glad 
to yield you a little of my time. 

Mr. Fascety. You go ahead, Mr. Chairman. IT will get around to it 
later. 

Chairman Byrp. Did you have another question, Mr. Vorys? 

Mr. Vorys. I have no further questions, thank you, Mr. Chairman. 

Chairman Byrp. Mr. Morgan? 

Mr. Morcan. What are we going to do for Venezuela in this present 
program ¢ ‘ 

Mr. Arwoop. It is the same basic program where we are making a 
very small contribution to a w ee supply, a rural water-supply pro- 

gram, on which the Venezuelan Government has asked us to come in 
aa cooperate with them. 
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Mr. Rusorrom. It is $210,000. 
Mr. Morean. On June 3, Mr. Braden. former Ambassador to Ar- 


ventina and former Assistant Secretary of State for Latin America. 


appeared before this committee and testified that Venezuela, has money 
flowing out of their ears. 

I wonder why we should go down there and spend $200,000 when we 
have testimony like this? We all know they are making money galore 
from their oil down there. Why should we be in there with any 
money, at all? 

Mr. Arwoop. Well, that is a very natural question and one which 
again we have faced up to each year in cooperating with them in this 
relatively small program, as far as we are concerned. 

The Venezuelan Government has over $1 million which they wish 
to use in rural water supply or rural sanitation. Under the arrange- 
ments that are set up in the Venezuelan Government, that work in that 
Government was assigned to the Ministry of Public Health. 

There is in Caracas, also, an autonomous agency which has been 
given the right to carry out all water-supply projects. 

In order for the Ministry of Public Health to spend its million dol- 
lars and to carry on this rural water supply program, they have to 
have an international agreement. 

I am being perfectly frank with you regarding the basis of this pro- 
gram.. The Venezuelan Government has asked us to cooperate with 
them in carrying on this program in rural Venezuela, both to enable 
them to use these funds which are available to them in the Ministry 
of Public Health, and also to obtain the advice and guidance of 2 or 3 
technicians that are included in this program. 

Now, that is the basis for the cooperation in Venezuela 

Within the last 2 weeks, Venezuela has indicated to us that they wish 
to work out with us some way where their technical cooperation will 
be on a reimbursable basis, and we can help them to attain the tech- 
nicians and that they will pay the costs of those technicians. 

Mr. Morano. W hs at is the total cost of this projec ‘t to the Venezuelan 
Government ¢ 

Mr. Arwoop. The program itself is very close to $1.6 million, of 
which we are putting in $200,000. 

Mr. Morean. Is the $210,000 to pay salaries of technicians? 

Mr. Atwoop. It is the salaries of technicians with the exception of, 
I think, $25,000, which is put in through the joint fund where they 
contribute $1.4 million and we contribute $25,000: $140,000 is for 
technicians, $44,000 is for participants—that is, for Venezuelans com- 
ing for training here or in Puerto Rico, and $25,000 is what we con 
tribute to the joint servicio. There is $1,000 for supplies and equip- 
ment in there. 

Mr. Morcan. ‘The Ambassador in his testimony gives a couple of 
examples about Venezuelan businessmen who wanted to come to 
this country, and invest $450,000 in an insurance company 

When they were told that the investment was only going to be 
$25,000 each, they said “That is peanuts. We are not interested in an 
investment that only amounts to $25,000.’ 

It seems to me that private enterprise, with money floating around 
like they have down there, could handle the situation in that country 
quite easily. 
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Mr. Arwoop. There is no question about the ability of Venezuela 
to finance her water supply projects and her other projects which 
she is financing. This program, as I have indicated, is one in which 
there are pec uliar circumstances, and one in which there has been a very 
genuine and sincere request from the Venezuelan Government to 
participate to this extent, to help them carry on the program in rural 
sanitation. 

We are in no way engaged in the big projects which are involved 
in the development program in Caracas or in other big cities. 

Mr. Morean. That is all, Mr. Chairman. 

Chairman Byrp. Mr. Secretary, I am sure the committee joins 
with me today in expressing appreciation to you, Mr. Atwood, and 
Colonel Hanford, for the very excellent presentations you have made. 

I am confident that your testimony will prove to be very helpful to 
the committee and its work. 

We want to congratulate you upon the good work you have been 
doing in your area, 

I want to express my appreciation to the committee, today, for its 
excellent cooperation. In working with me, you have certainly helped 
to make my assignment a pleasant one. 

If there is nothing further, we will stand adjourned until tomorrow 
morning at 10:30. 

(Whereupon, at 4:55 p. m., the committee adjourned to reconvene 
at 10:30 a.m., Friday, June 21, 1957.) 

(The following memorandums and statements have been submitted 
for inclusion in the record :) 


INTERNATIONAL COOPERATION ADMINISTRATION 


Washington, D. Cc. 
JUNE 26, 1957. 
Following for insertion in the record are answers to certain questions sub 
mitted to Mr. Hollister by Representative Frances P. Bolton on the role of 
women in the ICA program and the extent to which programs abroad are designed 
to meet the needs of women. 


1. (a) What proportions of mission people are women and iwhat are the fune- 
tions they perform? 


1d pere ta DV Categ 


Number Percentage 
of total 





Nonprofessional 
Secretarial and stenographi $65 46.0 
Administrative and clerical 161 21.0 


Total 775 100.0 


(Figures are for United States citizen direct-hire employee vetually on board as of May 31, 1957.) 


(b) What requirements must they meet? 
In general, the requirements which women must meet in order to serve in 
the ICA program overseas are the same as those for men, i. e., they must 
possess in full measure the technical and other competence required to carry 


v2522—h57—pt. 5 20 
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out the assignments which need to be performed. In certain countries, local 
tradition regarding the general status of women and the vocations which are 
appropriate for local women to follow may restrict somewhat the opportunity 
of ICA to utilize the services of women who are otherwise qualified. Every 
reasonable effort is made to minimize these effects. 


2. What programs abroad are specifically designed to meet the needs of the 
women? 

Most of the countries which ICA is assisting are primarily rural, and the 
programs for which these countries have requested ICA assistance are directed 
primarily to the needs of the rural people. United States technical assistance 
is increasingly predicated on the recognition of women as a 50-percent-plus 
influence in the economic and social development of cooperating countries and 
on the need for the family approach to improvement programs. This means 
that in programs in education, agricultural extension, and in community 
development, recognition is given to the needs of the whole family. 

While most ICA programs benefit women in general ways, certain programs 
are directed to areas of particular concern to them. ICA women technicians 
who are trained as educators, extension agents, public health nurses, health 
educators and social welfare advisers have, at the request of the governments, 
been attached to United States missions in over one-half of the cooperating 
countries. All of these, through the training of nationals and work with 
families and communities, are directly assisting in raising the standard of 
home and family life. 

Assistance in the training of home economics is one expanding field of 
technical assistance designed to meet the needs of women in better health for 
their families, improved homes, improved care of children, better nutrition and 
better use of the family income. There are now 79* individual United States 
trained home economists working in some 25 different countries throughout the 
world under the ICA program; 8 additional specialists in this field are now 
being recruited, and after their assignment training in home economics will 
be extended to five more countries. In addition, 11 United States colleges are 
assisting in the training of home economists in the cooperating countries. For 
example, in India, the University of Tennessee is giving technical assistance 
in home economics to five Indian institutions; in Brazil, Jordan, Panama, Turkey, 
and Thailand, United States colleges are working with colleges in those coun- 
tries to train home economists. 

The field of public health is another area in which the needs and interests of 
women play a predominant role in ICA activities. It is also an area in which 
ICA women have made a major contribution as doctors and nurses working 
to improve hygiene and sanitation in the homes and communities of the coop- 
erating countries. Under the ICA program assistance in public health is 
extended to over 40 countries. Our programs are designed to help lay the 
groundwork for steadily improving public health organization and programing 
in the various countries, through (1) control of specific diseases; (2) im- 
provement of environmental sanitation; (3) consultation on construction, 
equipment and operation of health facilities; and (4) training and education. 
Significant social change is taking place in many countries by the entry of 
young women into the nursing profession, where hitherto such a career for 
young women had been frowned upon. While a great deal has been accom 
plished, there is still much to be done in this field. More health trained 
personnel is needed at all levels in the newly developing countries: health 
administrators, doctors, nurses, nurse aids, midwives, health educators, sani- 
tarians, laboratory technicians, research specialists, health statisticians, and 
others. As the need becomes more apparent, it can be expected that more and 
inore women will be trained to move into these activities. 

In the field of education, programs are carried on in 49 different countries. 
Those directed at the child of school age generally include both girls and boys. 
Scoial customs and cultural patterns in certain countries have imposed some 
handicaps, both in the use of women as teachers and in the inclusion of girls in 
instruction classes. In countries of the Middle East, in particular, social cus- 
toms long denied education to girls and women. This barrier is gradually being 
broken down, however, and in many of these countries, the ICA education pro- 


‘This figure is higher than the figure shown under question No. 1 because it includes 
some contract employees. 
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grams have provided the stimulus for the establishment of the first schools for 
girls in the country. 

In some countries adult education is part of the formal school program, and 
instruction is given in personal health and hygiene, child care, better agricul- 
tural practices and vocational work. In others, adults often informally come to 
school with children and study along with them. Thus, through ICA’s educa- 
tion programs, girls and women are being given not only knowledge of and train- 
ing in better methods of doing things, but also opportunities to participate in 
group and community activities. 

Aid is also being given at the university level, and opportunities are being 
made available for an increasing number of women to obtain college training. 
ICA has encouraged American educational institutions to enter into agreements 
with foreign universities, under which the American schools extend aid in many 
tields of education, including training for school administrators and normal-school 
teachers, elementary education, rural teachers, vocational training, etc. As of 
now, 87 such contracts, financed cooperatively by the United States and the 
foreign government, are in operation with institutions of 43 countries. 

In the field of social welfare, trained United States advisers are assisting in 
five countries in developing and strengthening social services and in training 
staff. These include training of medical social workers for children’s hospitals 
and health centers and community organizers to assist communities to develop 
needed community services. 

Thus, through the work of women technicians in education, home economics, 
health and related fields, countries are being encouraged to approach the needs 
and interests of women on a broad basis. In addition, in Iran at the request of 
the Government a pilot project was recently carried out in women’s activities. 
Several women’s centers were set up to provide courses for women factory work- 
ers and women prisoners. Classes were offered in handicraft, first aid, child 
development and group leadership, in addition to some basic homemaking 
courses. A day nursery was provided for working mothers. The goal of the 
project was to develop women leaders who could then go out and conduct similar 
courses for other women in other parts of the country. 

In August of last year, ICA sponsored a workshop in Latin America on the 
“Role of Women in Rural Improvement.” There were participants from 14 
Latin American countries, in addition to visitors from the United States and 
Canada. While the workshop was organized around the work of the home 
economist, the participants included also representatives of other fields con- 
cerned with rural family life, such as health, education, and social work. The 
workship afforded an opportunity for individuals representing different techni- 
cal fields and agencies as well as different countries to discuss programs, problems 
and solutions of concern to all. In addition, it focused attention on the need 
for more adequate education for women of Latin America, as well as on the 
vital need for activating programs of an educational nature directed toward the 
improvement of rural life in the area. 

In addition to the United States women technicians who go overseas to work 
in programs of interest to women, an increasing number of women are brought 
to the United States for training and observation. Though the objectives of 
their coming are primarily for observation and training in technical fields, each 
is given an opportunity also to observe women’s activities in this country and to 
become acquainted with the numerous ways in which women participate in all 
phases of life in the United States. 


Particularly what programs have been designed to meet the needs of women in 

newly independent and emerging countries? 

The newly independent and emerging countries are increasingly using the com- 
munity development technique in their nation-building programs to enlist the in- 
terest and ecourage the participation of the bulk of their people—men, women, and 
youth—in self-help endeavors to raise standards of living, increase productivity, 
and achieve certain political objectives. ICA is assisting 20 countries to carry 
out such programs. This is a social process by which the people of a community 
organize themselves for planning and action; define their common and individual 
needs and problems; make group and individual plans to meet their needs and 
solve their problems; execute their plans with a maximum of reliance upon 
community resources; and supplement their resources, when necessary, with 
services and material from governmental and nongovernmental agencies outside 
the community. 
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These programs include multipurpose. village-level women workers. LCA 
women technicians assist in the training of these workers in the basis tech- 
niques of hygiene, environmental sanitation, food preservation and prepara- 
tion, and child care, in addition to methods of organizing group activities and 
utilizing educational techniques. 

Since most underdeveloped countries are largely agricultural, the programs are 
oriented to the needs of the rural areas. However, one country—Ethiopia—has 
requested assistance in a program for women in the urban area of the capital, 
the ICA has financed a contract with the YWCA to assist Ethiopians to organize 
and operate a center for young women. This center is providing educational 
classes in such things as home management, cooking, child care, and first aid, in 
addition to leadership training. 


,. Has any thought been given to creating a specific division in overseas missions 
designed to fit the women of the country in their particular needs? 

This question was carefully considered by the agency in 1954-55. The idea 
that perhaps our Overseas programs were not sufficiently tailored to meet the 
needs of women and the family resulted in the dispatch of a survey group to the 
field in the fall of 1954. Recommendations of that survey group for a woien’s 
program were referred for comment to outstanding women in the field and to a 
special meeting of representatives from national organizations. The conclusion 
of that meeting was that there was no need to establish a women’s affairs 
division as such. It was in fact concluded that to set up such a division would 
hinder rather than assist the agency in applying to its technical-assistance pro 
grams the basic principle that women, as well as men, must share in efforts 
to improve the economic, political, and social well-being of the family, the com 
munity, and the nation. The status of women in a country is a matter that 
outsiders, especially those who represent a foreign government, must approach 
delicately, if at all. The challenging of old ways must be done by people them 
selves when they see change is necessary for progress to take place 

It was therefore considered unwise to adopt any program which would tend 
by its very nature, to focus on women as something separate and apart, thus 
emphasizing their difference of status. Rather, it seemed more desirable to make 
the emphasis subjective, as opposed to objective, and approach the problem through 
renewed efforts to assure that women’s needs and interests were encompassed 
in the whole of our program planning. 

The ICA technical assistance program and the technicians associated with it 
are constantly influencing and hastening changes in attitudes toward the par 
ticipation of women in community life. United States women technicians are 
not only demonstrating the ability of women in technical fields, but are also 
proving a point through example—by being accepted as a normal part of the 
technical group without “losing face” or being adversely affected. 

ICA expects to continue its efforts and to seek new ways of fuller exploitation 
of women’s role in improvement programs The results of the Latin American 
workshop referred to in answer to the second question are being studied, and 
consideration is being given to similar workshops in other areas 
5. Would the Director furnish a statement for the record enlarging upon and 

amplifying the part that women play in ICA activities and the particular 


prograns abroad desiqued (03 et women's needs? 


It is believed that the material included herein in response to the first four 
questions constitutes the substance of such a statement. 


———— 


INTERNATIONAL COOPERATION ADMINISTRATION 


JUNE 29, 1957. 

The attached lists are in answer to additional questions submitted by Repre 

sentative Frances P. Bolton on the role of women in the ICA program. This 

information covers professional and technical jobs held by women in both 
Washington and overseas. 

In a separate paper dated June 26, 1957, material on this subject was sub 

mitted for the record in response to other questions by Representative Bolton, 
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Washington positions—professional and technical 


Division and position Grade 
Executive Secretariat: Publications editor, general_— s GS-9 
Assistant for finance: 

Business analyst 
Deo 
General counsel: 


Bites tN : 4 GS-9 
GS-9 


Attorney adviser : GS--11 

Do , > ©. GS_—9 

Legal assistant general : ay GS-9 

Supervisory business analyst (petroleum) -~------------~-~--~- GS-1lé 
Deputy Director for Mutual Defense Assistanc ec ontrol : 

International economist, general. -_ at re - GS-13 

International trade economist pacer et Re, Mecca aes GS-12 


Technical services: 


liternational economist sbccscc ences Setais it ot there GS-15 
Business analyst — meets sosucaan’S GS-12 
International training and development economist GS-12 
Food—Agriculture: 
Agriculture economist _— wi ee sic GS-11 
Agricultural economist (international) = a ax renmamaasae Nes GS-14 
Industrial resources : 
Business analyst GS-11 
Special requirements officer___-...------~-- xa; arepinaragarenarineanatmesiobion GS-12 
Procurement analyst. «i. s6csc.. cn cc cnceswewnnuews mnanaanasias GS-9 
Do. ee panini ineininiiiescaanbiesicmen AR | GS-9 
Industrial specialist . tonctedaamesanaweuen misateredesei menue GS-9 
Publie service: 
Public Health analyst , ber menace GS-9 
Purchasing agent ‘ ceb shows iit A GS-9 
Social administration adviser specialist_ sha hice en araieruneieretets GS-13 
Hducationist GS-13 
Small business: Information specialist wade GS-11 
Transportation: 
General transportation assistant- cece pintveraeinmannanetles GS-9 
Do ss —_e : Asal nalbdaes GS-9 
Far Kast: 
Chief, program economic staff ed aE s, a GS-15 
Supervisory fiscal accounting assistant - arcs ines eaias ignated in GS-9 
International relations officer_——- asdisieie ’ Bdut Eh ods GS-12 
J De ; SA Og isudlte GS-12 
Do donk needed GS-15 
Deo ean enanetia wits: idubalagtacee GS-13 
Near East and Asia 
International relations officer Toes GS-14 
Supervisory international relations officer __ ob Vea GS-14 
International relations officer ais ™ al i GS-18 
Do — splits sibdiimeatiatitaianipaitiaaenbidianii tae GS-11 
Enrope: 
International relations officer : elaaiasll GS-14 
International economist, cgeneral—- tisha ‘ sik tae tinialiepesieinatiiiaiatiniiacn nei GS-9 
Do sede i GS-13 
BUperviner) international relations officer . a ee GS-14 
International. relations OffCOFfaccccsncccnnsancncoun siteseg tal hadibel GS-13 
Do ; tnatiliaetanl ree . 7 FSS-3 
Latin America: Intern: iation: ul rel: itions officer beac aes midi eR ee GS-13 
Public Reports: 
Newswriter, press Srapiinabiiniisipanibmintaiieie ha aes bee etd edhe Ot GS-9 
Information specialist._.............._ Se nda eee GS-11 
Information officer, audiovisual_ nlite ehdiitiaintgeiiteaideg ee ee Oe GS-11 
Publications write?.. <<<... eee ee ini attehidiabibiiitaan =e GS-11 


Statistics—Reports: 
Analytical statistician z css aiickae tal eciadissesiainrasabaoaaeehtemest ( 
International economist, general______-__-~__ Fade ei eee aii C 
Analytical statistician, general ( 
Statistical assistant ( 
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Washington positions—professional and technical—Continued 


Division and position Grade 
Statistics—Reports—Continued Us 
Fiscal-financial economist, international____.______-____-_-_-___ > GS-13 ; 
I, cis esas ws imi pnae olaidaenamen GS-11 
I GS-9 
petermataonal economist... .. ne idee ic ec GS-11 
Administrative services: Gr 
Supervisory purchasing agent......_..________________ sina aa GS-12 Eg 
REE ESO AEE RE a eee eee eee GS-11 . 
I einen ais GS-9 
TS ea GS-9 
Personnel : Et 
i RG cman FSS-3 : 
ote irra ea aaa a ae eae . 2SS-7 
I gaa GS-12 
| 4 A a a er eres eo aes GS-11 
a aes GS-12 
oo. A ee ael aie See ee eee GS-11 
a salt adele GS-9 
a GS-9 
ren Re et ee aah ee a ON i cee GS-11 
I I a GS-12 Ira 
i eat wie GS-12 
ee eR aa Se ee Pe os se GS-12 
a a tk “ =a GS-12 
RR ROS ate 2 eee) te Ed Fos ld eae Ee i Ei nae a GS-11 
eR a pee Ree oa ee GS-11 
RE SE See. eee ee ee ee ee a al es og eS Ome GS-11 
Personnel officer___.________ a GS-13 
a ae premier toe GS-12 
I a i el GS-12 
Chief, personnel relations branch_-..--..._._-__________- Sata GS-14 
Employee relations officer__._....._....__.__---____ sae has tbe GS-9 
I E si niiesra alii i i a a cc mnantectcike ge FSS—sS 
en i  cccemmecsih FSS-5 
rs ih the ne | GS-11 
I NN i , ee GS-9 
a de i GS-13 
I a al at 2 GS-9 
I sie dss aie oe GS-11 
Controller : . 
I dk 2 GS-13 
Time leave payroll supervisor___._..___.__________ J sa GS-9 
ER TIOEY BPOTNTERE ome ecccncwtienoumcnnne eb ntaaiieisl GS-12 
Supervisory fiscal accountant_______- Saw widitone nS whe GS-9 
I Salat capes ats GS-9 
a ba hi ana GS-10 
NESSES a eae eee eee Gethin maak in iadesia GSs— Iraq 
Accountant, foreign currency___.-____________. i aa oe GS-9 
ES SS Sele ce 27 oe ee Sea GS-12 
Tn ee ere ren i ea GS—? 
= i es dal giao: oops GS-9 
ESS ee aid Bee GS-13 
| eee cern Sr ae a a a ar gd ee GS-12 
Budget analyst______ ee 3 dhtttastcded si 3 i GS-9 
Budget officer_________- gsttraks ea gs cae Od A prea GS-12 
Budget analyst, administrative._.__.____._____________ Berea GS-9 
See IE ein pannus pe mirmminemereanwin wets pi ida cages GS-12 Leba 
a nn sce maeeeaneces soe Adi eed ene GS-11 
Do 
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Overseas positions—Professional and technical 


Country and position 
USRO (Paris) : 
Training specialist______ 
Statistical officer... __- ; 
Director Trade Division___- 4 


IO Wo chs tei cd onkccecne cs eae sr 
seees* TIGA SCODORIIS BOVE oi ons occ en se cancamecosdesiientaees 


Egypt: 
Nursing adviser maternal child health 


ne OR Re BO. ons cc cancdoamsnuneawawae ad 


Homemaking education specialist 
Ethiopia: 


Education advised (test development ) ——- 


Edueation adviser (curriculum) —- — 
Chief nurse ; a . 
Chief health educator___.----_-_- 7 
Supervisory nurse adviser 
Nurse educator- ‘ gibi 
Nursing education adviser : 
Publie health nursing adviser 
Nursing education adviser 

Iran: 
Assistant fiscal officer 
Assistant personnel officer 
Business education adviser. 
Fundamental education adviser_ 
Women’s activities adviser___- 


Provincial educational administration adviser__.....__-________ 
Provincial teacher educAtional administration adviser________ 


Provincial teacher education— secre a 
Chief nursing adviser- a Sd ai coe ae 


Nursing educator adviser o 


Hospital nursing administration adviser___~_-- 


Public health nurse____-—- eet 
Provincial public health adviser- sie 
Nursing education adviser__. ‘ a 
Public health nurse i 
Regional public health nurse 
Head nursing school 
Director nursing service... __—_ 
Public health nurse__-_. i anya 

Do 


Provincial public health nurse- ces ne ne 
Public health physician__......._..____- 


Provincial public health nurse_________- 
Supervisory accountant. _---_--__-~- 
Accountant-auditor_. . s 

Iraq: 
Personnel assistant_ See 


ASSIataAnt program onmcer................. 


Maternal child welfare adviser Geet ae 
Chief nurse . oat et sede 


Public health nurse. tee es : ia 


Public health nurse supervisor 
Information specialist 
Home economics adviser 
Do 
Lebanon: 
Public health nurse__-_ ; = 
Nursing education adviser 
Nursing service specialist— 
Statistical assistant 


Grade 


~ 


RN 
Df 


=f Le I 
4 4 
_ 
~ 
| 


re 
TR TR 
‘? 


i) 


Pt tet pe es Py Py 
DZS OOme now 
Rrrrrnn Th PR 
i i. oe 

Go Go O28 Sod Od GU Co we co OU 


} | 
11 Oe 


4 


- et eed et 
4 2 


4 


ry 
-RNRRRRRRRN 


FRPP PF RS RRRRRNRNRRN 


4 


<1 te ih OI 


—t 


1s Or 


=] p= 


be ee 
42 
be 


4 
on 


oe 


> 


TR TR Th 


TQRRRPF PF FPR 
im bw 


Pet et et et ed 


ICA-—4 
ICA-6 
ICA-6 
FSS-9 
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Overseas positions—Professional and technical—Continued 


Country and position 
Liberia: 
Public health nurse_ 
Health educator 
Nursing education specialist_ 
Libya: 
Personnel assistant__ 
Chief nurse ae att 
Public health nurse adviser_- 
Do st a ie et Sa a ee as A ¥ 
Education specialist social studies 
Educational adviser 
Turkey: Home economics extension adviser 
Jordan: 
Fiscal accountant 
dees 
Personnel officer : 
Teacher training adviser. 
Chief nurse Theseece- ee es 
Health education adviser 
Nurse educator-adviser__ 
Afghanistan : 
Personnel officer 
See ose : : 
Procurement record officer ie me 
Program-operations accountant 
Women’s handicraft adviser 
Nepal: 
Medical officer (clinic) 
Home economic adviser__ 
India: 
Assistant chief, home economics 
Regional extension home economics specialist 
Do_ 
OT yee 
Regional e xtension home economics adviser 
Chief public health nurse 
Publie health nursing adviser 
Public health hospital nursing adviser 
Nursing adviser, public health 
Nurse educator_____- 
Histo-chemical labor: atory technician 
Home economist, child development specialist 
Social welfare adviser___ 
Assistant social welfare adviser 
Community development analyst 
Pakistan: 
Program specialist 
Personnel officer ecieas 
Personnel assistant ~~ : 
Administrative property officer 
Public health nurse- 
Personnel assistant 
Training program adviser- - : 
Senior village aid home economics advi iser_ 
Village aid home economics adviser- 
Home economics adviser S aes 
Village aid home economics adviser 
ee ere 
Cottage industry adviser _ : 
Village aid home economics advi: iser 


| ok on ob os 
L. 


ICA—5 


wR 
L. 


RL 


2 & 
Cr 


RRRRaRA>r FFF FRARRR 
St 


CIs bo Ol =] =] Ol 


RLU RT. 


R 
St He 


Lad 
Ca 


Chi 


Phi 


ade 
‘ x 
s—.) 
\—5 
5s—6 


s—8 
\—5 
\—6 
\—6 
S—4 
S-5 
—3 
S-7 
S-7 
S-7 
S—5 
A—5 
A—5 
A—6 
S-7 
8 


Bi TS. Ga P 
wane 


NMRARRRE PF FFRRARRR 
wt 


‘S-4 
S—5 
$11 
S-7 
A-6 
$11 
$3 
$S-3 
‘S5 
:S-6 
SSH 
SSH 
S-3 
$S-5 
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Overseas positions—Professional and 


Country and position 
Vietnam: 
Personnel assistant ‘ 
Assistant program analyst- 
Program analyst. __- ae 
Special requirements adviser 
Resettlement adviser_ 


Home economics extension adviser__ _- 


Chief nursing adviser__-_- 

Nursing adviser 

Nursing school adviser- 

Do 

Nursing adviser 

Edueationist, school curriculum 

Project control-reports officer 

Supervising teacher of English 

Motion picture filmstrip writer 
Laos: Chief nursing adviser 
Cambodia : 

Administrative accountant 

Personnel assistant, stenographer 

Community organization adviser 

Audiovisual adviser 
China: 

Audiovisual specialist 

Community school adviser 

Chief nursing adviser 

lIiome economics extension adviser 
Japan: 

Program operations officer 


Do 


Korea: 
Personne! oflicer 
Personnel technician 

Do _ 

Personnel clerk 
Assistant economic analyst 
Requirements officer 
Procurement analyst 
Cereal grains specialist 
Chief nursing adviser 
Instructor, English 


Director, Division of Community Development 


Community organization specialist 
Philippines: 
Statistical adviser 
Program assistant 
Program analyst, senior_- 
Program analyst 
Extension adviser 
Agriculture extension adviser__- 
Do - 
Health education adviser 
Chief nurse adviser 


Administrative assistant 

Nursing education adviser 
Public health nursing adviser 
Teacher trainer ; 
Supervisor, textbook writing_- 
Audiovisual specialist 


Labor force manpower statistician____ 
Thailand: 


technical 
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Grade 


FSS-8 
FSS-5 
FSS-5 
FSS-—5 
FSS-5 
FSS-4 
ICA-5 


FSS-8 
FSS-10 
FSS-5 
FSS-5 
FSS-8 
FSS-3 
ICA-5 
FSS-3 


FSR-3 
FSS-2 


bx 
4 

} 
as 


eet eet ed 
oe 
oo 


4RNRRNRNRRRNNRP 
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me et 
MNNRNRNRRN 


FSS-9 
¥ 5 
ICA-5 
FSS-5 
FSR-2 
FSS-3 
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> > 
Ler 


ICA-5 
FSS-3 
FSS-3 
FSS-3 





960 MUTUAL SECURITY ACT OF 1957 


Overseas positions—Professional and technical—Continued 


Country and position Grade 
Indonesia : H 
OE | a Ciico sais ebaelas mien FSS-5 
SN Ti nl a AS thi iba th is bs FSS-5 
I a a i alas ews ie enn je dcgitid = chest FSS-11 
Kducationist ___________ Se et 2 ie a ee ea FSS-3 
Education home economist__-~-~-- a ls pet eae tee Os el tle FSS-3 
Dependent Overseas Territories (Latin America) : 
a a Ui te uh ua ac eimai iene da FSS-5 M 
Health educator____--- a basi cand tests denies Eee ee ICA-5 
hn ene Sie RIVERO cnet eee wwe eee cen FSS-5 
Bolivia: 
Boneentave Drosera Sccountant...-......._...__..._......_-+ FSS-6 N 
Regional home economics adviser_______-_ Oa ee ce ny eins eee FSS-5 
Home economics adviser___..__________- Ser eats FSS-6 
moc: Wereare G0Viser oc... -......-. iodo FSS-5 P: 
Public health nurse midwife______-__- Pie eRetiek se ade ag teera ects tees: FSS-7 
a  ceceemmmaminine Be ct bate ete ICA-5 
I al wnieicisip tm abil niectncs sev niomeanines sea : ICA-6 
Technical information adviser____________ FSS—4 
Education director, curriculum laboratory___._- ~~~ KFSS—4 
Brazil: 
Personnel assistant...____-___ ere er eae pee FSS-9 
District extension home economist. _______~- eee avd FSS-—5 
a oc tases mak ni mo bac sees beanincm am senewenajomeean carvers FSS-6 
I rs eememn ee eee ICA-6 Py 
| ees ee ee Serta apleat ena i aired Ga ratte Ma a ICA-6 
Chief public health nurse______-_-~__- . deatenind coal tess eon tors ICA-5 
Hospital nursing adviser__...____- Sa eietica sisi FSS-5 
NMED Coed ee = Se eee eee, aeieeabek hace es ocean ICA-6 
Health education training adviser_______- ae - _ ICA-5 
set tacieeininrreieiicenc meson FSS-5 Pe 
Chief, Community Development Service [ 3 7 FSS-2 
Chile: Public health educator._.__.............__- en ees eae ICA-6 
Colombia : 
Extension adviser, home economist___._..________ RE oa FSS-5 
en cpiiesesavesdeindinenes ee FSS-5 
Sa ee ERT he FSS-3 
Dominican Republic: Ur 
Elementary educationist, supervision____- ee ee FSS-5 
ee eee Poe eee ee Ae Eb eese © ; : FSS-5 
Ecuador : Re 
Nurse education adviser- racic cee ie crtersa cies nein oeveccececs cae ICA-6 
Educator, elementary teacher training _____ Rs FSS-7 
Irn” RSME as co western ccna - <= FSS-—7 
Educator, homelife___-_ eet: nom Soa een FSS-6 
El Salvador: 
I I es oe i ee ean FSS—5 P 
Public health nurse____- eT ft a Se oar 7 FSS-5 S11 
I a, eS FSS-5 
Guatemala: I 
Hospital nursing adviser_____~- eae ae ade 
I SINE aise ene emmnnwnemeumee -. F88-5 a | 
Nurse adviser____~_ Regt eeia: Semmens depose chal casaesesaves coca bane abacsocs aensvecen ce Sore ma 
Hospital procurement adviser__.....__._._.__._______~- ie FSS-7 he 
Nursing adviser, pediatric__._._..___-_- tess oie ati pactcbett FSS-5 oth 
cet onc oto eel anne FSS-5 the 
Haiti: the 
Medical officer, assistant chief, division___.____- A aaseaeechass ICA-4 It 
SP ewe ; ICA-6 mes 
Public health laboratory adviser___._._._...-~--~- nee FSS—5 to ] 
Edueator, instructor, materials__..._.______- hii FSS-—5 th: 





ade 
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Overseas positions—Professional and technical—Continued 


Country and position 


Grade 
Honduras: 
PLONE GOOROMICE MOCTRUINE on ois cecsi eee cinicirrmrennnncaniiuuae . FSS-6 
Punic ‘Get BIN os. bccuiwaddu~n i scdadiwadsneddadeniaen FSS-7 
FOCIent Ose, CUOMO s. .0 ook. ean dade ecu beeee FSS-5 
WRmPATIONIOE TONNE oo. ci ccsicnsicininnitimndanacinca hated bdeeim FSS-6 
ROT CCCI GOR iis assis is ces en cis Snide rericict iene FSS-5 
Technical director, elementary education_____--_-___-_.---_---~ FSS-3 
Mexico: 
PTI TNET IN ic nase rcsris ac bsegceenec ch tens inianan ciehatasiaetapaiea teed anemia ead eae ee FSS-3 


Puplic-Dbeaith Rares. COBBUMONG |. ...3.<cwescwenccecnncnsnncsee FSS-7 

Fee SRN CNTR io sss ws an oe meas aap neon igang wi nanan eee FSS-3 
Nicaragua: 

Edueationist, technical director, rural elementary___._---------- FSS-3 

Nducationist, homelife_______- nica dares eran te Giese ean cated enaccatontinabenaacace FSS-6 
Panama: 

OTM CRC, WU CIEE SOTII I no ni rere cree pememean aimee FS 


SS-5 
nn; NC, I a ceeen nig abinnbenteriniasehon ee FSS-5 
OAL, GI reee Ee TV ENOe. nS. ce mnawas aun ma meeminmdiens sa FSS-5 
We Sa Teer, 1 or CONE esc nce wckewnaenen seta chick ante aoakaaasondaeds ICA-6 
Educator, elementary methods specialist____.._._.__-_--_--_------~-- FSS-5 
SACRE: | RAR a. aos asics chlo cx Ab ae aienienin essa ebemam acest sh FSS-—-6 
MEseRSH NRA SNEONE  WORAUURROUIN Tn a tee ch ee ce co ewig ein lenineet FSS-5 

Do er ee ed As pace wie eae neck bess ck ai eat mmackasteassotaicaeh ke os aes FSS-5 
Elementary demonstration teacher............-..--.--~.- cae FSS-8 

Paraguay: 

Medical officer_ a EN ae ee Rs a a re ee ee ICA+4 
Public health nurse sak nie cuik Sip tecaae A ts hee mcancanaeatihabatetiia ICA-6 
Social worker ke a rae ee cca ts dali tate at cadet eens Nedeab is oot FSS-5 
Edueationist, elementary bit niatctanta ab apancgakaanme aa di aa scala ee FSS-6 
Librarian ‘ ome ts lpg D a ee a bindable: sae aire FSS-7 


Peru: 
Disbursing assistant 


slice icant rost ache avacecisas ahiirion otis i FSS-9 
S 


Assistant to director, administrative services._........_.___-__-_ FSS-7 
Home economics adviser__________- eerie a a agli Sa ls oa Nee FSS-5 
Seactel  Weltare . SACRE ice ccmasdwnnddnsh Waleewsteeanes FSS-—4 
Demonstration teacher : walls Paes es ed Me ee FSS-7 
Educationist, homelife specialist_.__.._---- NMiisiimiahtan FSS-5 


Uruguay: 
Nurse educator santana iia ; ‘ ve ICA-5 
Public-health educator_______--- 

Regional: 

NGEsINng RAVINO? —iiscis —beseae—an fan ae th es oh hs ens na hana st ICA-4 
Health educator-adviser__ 
Nursing adviser_ 


STATEMENT OF Hon. ALBERT P. MorRANO, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CONNECTICUT, ON THE MUTUAL Securiry AcT oF 1957 


I am strongly in favor of a long-range development assistance program, 
adequately financed. I believe that one of the most effective elements of such 
a program would be to build hotels which would be attractive to tourists in 
many of the underdeveloped countries of the world. The income which would 
be brought to these countries by tourists, not only from the United States, but 
other nations, would be of immediate material benefit to such countries. Fur- 
thermore, the presence of tourists in these countries and their contact with 
the people would have a marked stabilizing influence on their internal affairs. 
It would be a fine thing for the newer nations to have informal and friendly 
meetings with unofficial visitors under circumstances which would permit them 
to know how the people from the older countries look at current issues. I hope 
that Mr. Hollister, in his administration of the development assistance fund, 
will look with favor on loans for the purpose of building hotels such as I suggest. 
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How MutTwat Security Funps ARE USED 


(For insertion in the record in response to certain questions raised by Mr. Vorys 
and Mrs. Bolton, House Foreign Affairs Committee) 


The Mutual Security Act directs that funds appropriated be used “* * * to 


promote the security and foreign policy of the United States by furnishing 
assistance to friendly nations rs 


A. PURPOSE FOR WHICH FUNDS ARE USED 


Primarily, funds appropriated for the mutual security program are used foi 
two broad purposes: 

1. Defense assistance which this year will include, in addition to military 
assistance (hardware and training), that part of the present defense support 
which is designed to enable the receiving country to support a given level of 
military forces, or otherwise contribute to the common defense. In the past, 
defense support has included some economic assistance provided for purposes 
other than defense—such as economic development. A major portion of defense 
support assistance has been provided in the form of commodities. As the com- 
modities financed by ICA arrive in the country of destination, they are sold; part 
of the local currencies accruing therefrom are used for military purposes—such 
as troop pay or construction of barracks, etc.; the remainder are used for eco- 
nomic purposes—to pay the local currency costs of projects. 

2. Economic development assistance has been extended as development assist 
ance, technical cooperation, and, in some countries, as defense support. Here 
after, economic development assistance will not be included in the defense 
support category. Under the proposals for fiscal year 1958, the major portion 
of economic assistance will be available only as loans under the new develop 
ment loan fund. Technical cooperation remains unchanged. Provision is also 
made for “special assistance” to meet emergencies and contingencies, or other 
requirements, and some grants to meet needs which cannot be met by other basic 
types of assistance. 

This brief explanation of the categories of assistance is given in order that 
the discussion of achievements which follows can be more readily interpreted 


B. ACHIEVEMENTS 


How are funds appropriated to the mutual security prograin used to carry out 
these programs? 

In a separate memorandum, dated April 25, 1957, subject: “The Achievements 
of United States Foreign Aid Programs,” the broad general accomplishments in 
the field of military and political objectives are outlined. This paper deals with 
the program in terms of specific quantifiable activities, e. g., hardware supplied, 
forces supported, commodities delivered, and projects implemented. 

1. Defense assistance—During the 7-year period fiscal years 1950—56, the 
United States has provided to friendly nations military assistance—mostly 
weapons and training—valued at about $17.4 billion. The major items delivered 
during the period were: 

More than 40,000 tanks and combat vehicles; 

1,300 naval vessels of all types; 

57,000 artillery pieces of all kinds; 

More than 10,000 aircraft: 

2.2 million small arms and machineguns, and billions of rounds of ammu- 
nition. 

(In the same period free-world nations have put $107 billion into their 
own and the common defense. ) 

During this period large and rapid growth in free world defense strength has 
taken place, as indicated by these comparative figures : 
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1950 1956 
Ground forces (active army 
United States 600, 000 | 1, 000, 000 
Allies aaah 3, 600, 000 5, 000, 000 
ota 4, 200, 000 6, 000, 000 
Nuval vessels (combatant | 
lL nited States 598 969 
Allies 11,000 2, 500 
rota 1, 600 3, 469 
(ir force aireraft (operationa 
United States 12, 600 26, 600 
Allies ; 2 13, 000 3 27, 000 
Total 25, 600 53, 600 


Approximate 
Approximate; less than 500 jet 
Of which 12,600 are jets 


2. Eeonomice assistance whether provided as defense support, development as- 
sistance, technical cooperation, or special assistance, is generally extended in 
the form of either project assistance or commodity imports. 

(a) Commodity assistance.—Under this category, ICA helps friendly nations 
build economic strength by financing a part of their commodity import require- 
ments. This type of assistance has two effects: (1) it combats inflation by 
helping to maintain an adequate supply of necessary commodities, at the same 
time it provides the country with essential raw materials, machinery, etc., to 
keep its economic Wheels turning; (2) the currencies generated by sales of these 
commodities in turn are devoted to economic development. 

In fiscal year 1956 (the last year for which complete figures are available), 
ICA obligated SS863,096,000 for commodity purchases in nonproject programs. 
Of this sum, $460.7 million was for industrial commodities, $402.3 million for 
agricultural commodities. 

The principal categories were 


Million 

Food, feed, and fertilizer ee 
Fuel tile te cieeed aie 69. 6 
Raw materials and semifinished products ; : ; nt «- DUmeo 
Machinery and vehicles ices ; si ee 96. 4 
Total ia aa ere TO 


The fact thet some cegree of financial stability has been maintained in many 
of the aid-receiving comitries is one measure of the effectivenesses of the com- 
modity import program: another measure is the fact that through sales of these 
commodities some $11.8 billion equivalent in local currencies have been gener- 
ated during the period fiscal vear 1950-fiscal year 1956, which in turn are used 
to supplement the local currency requirement of the defense efforts and for es- 
sential development projects 

(bh) Project assistance—Since 1955, European Marshall plan countries have 
not received economic assistance. The economic program has shifted from 
Kurope to the Far East, Near East, south Asia and Africa. This shift in loca 
tion has resulted in a significant change in the character of ICA programs. 
Operations in newly developing countries increasingly emphasize project-type 
aid 

Project-type assistance utilizes United States technicians, equipment and 
supplies and participant training. Much of the detailed answer to the question 
“Hlow does the mutual security program use its funds?” lies in the more than 
2.100 projects around the world which together make up ICA’s project-type as- 
sistance. These are analyzed in considerable detail in the attached tables, which 
show how the $439 million of ICA project assistance made available in fiscal 
vear 1956 was divided among various specifie aspects of economic development. 
These figures cover project assistance from defense support, development assist- 
ance and technical cooperation funds. The tables also give brief information 
about the nature and results of representative specific projects in each field of 
activity 
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ICA projects in agricultural and natural resources, fiscal year 1956 [Tot 


Objectives.—Since the great mass of people in the newly developing countries 
of the world are involved in agriculture or related fields, projects for the im- 
provement of agriculture are of basic importance to any country’s progress. Es- 
sentially we seek to do two things. First is to assist countries in demonstrating 
and understanding that adaptable, improved agricultural practices raise their 
productivity. Secondly, and perhaps more important from a long-time view- 
point, to assist them in developing and improving the basic institutions which 
are needed in agricultural education, research and extension if agriculture is to Reseai 
progress. 


[Total projects, 501; total costs, $68,083,584; number of technicians, 743; number of participants, 1,242] 


Num- | Num- 
Subfields ber of | ber of Costs Sample projects and accomplishments 
proj- coun- 
i ects tries 
Agriecu 
Research, agricultural 93 49 ($12, 131,183 | Greece—Advisory group on agricultural extension farm 
education, and exten- training and research Fiscal year 1956 fund agric 
sion. available for this project were $64,225. Sines 
the enactment of new national legislation 
1951, developed with the help of ICA agricul 
| tural technicians, Greece has built up a na 
tional extension organization which now in- 
| cludes 400 agricultural and 130 home economies 
extension workers. Some results: 2,500 village 
extension committees; 27 villages with former 


4-H members as mayors; extensive use of agri 
cultural informational materials and tech 
ques that characterize United States extension 
- } services. 
India—Agricultural education and research 
| Fiscal year 1956 funds available for this project 
were $1,029,010. Under ICA/financed con 
tracts 5 United States land-grant colleges, wit! 
some 45 United States technicians, are helping 
institute in 5 major regions of India land-grant 
type agricultural-home economics colleges 
with new concepts. 

Land and water resources 93 37 | 25,713,249 | Philippines—Land development—NARRA Fis- 
cal year 1956 funds for this project were $409,000 
Under this project which is closely related t 
the 3 reported under another subfield, approxi 
mately 1,500,000 acres of public land has beer 
subdivided into new small farms; 300,000 fam 
ilies have been resettled; improved condition 

| of tenancy have been legislated and then ad 
ministered through a new tenancy commissio1 
and a new court of agrarian relations , 
Jraq Irrigation administration and development 
Fiscal year 1956 funds available for this project 
were $153,841. ICA has provided technica 
assistance in planning major new irrigatior 
works and major storage in the watersheds of 
the Tigris and Euphrates Rivers. Project 
works are financed by the Government of Iraq 
In 1957 water was delivered to the Greater Agricult 
Mussayib project (approximately 200,000 acre and p 
and land settlement is being initiated 
Crop and livestock devel- Q5 41 6. 978. 731 Thailand—Livestock improvement and disease 
opment. control Fiscal year 1956 funds availabk 
this project were $96,000. As only 1 activity 
this project, ICA has assisted in equipping 
laboratory for the production of vaccine t 
control rinderpest, a disease of cattle unknown 
in America but one of the severest in Asia and 
Africa. Death losses in cattle may run 7 
percent or higher. The disease has now been 
eradicated in Thailand and by cooperative 
agreement, eradication is progressing succes 
fully in the 3 Indochina state Before thu 
inception of this eradication program in 1952, 
Thailand lost approximately 200,000 head o Homme 
cattle a year from rinderpest. After 3 year rural y 
the losses are less than 100 animals per year : 
Inlia— Fertilizer demonstration Fiseal year 1956 
funds available for this project were $499,590, 
Although increased use of fertilizer in India 
during the past 5 vears has helped increas: 
agricultural production by 19 to 20 percent, 
this is barely keeping pace with the populatior 
4 large-scale fertilizer demonstration program 
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[Total projects, 501; total costs, $68,083,584; number of technicians, 743 
participants, 1,242] 


* number of 


Num- | Num- | 


Subfields | ber of | ber of Costs Sample projects and accomplishments 
proj- coun- 
|} ects tries 
Research, etc.—Con. was started in 1952. The consumption of am- 
| monium sulfate equivalent in 1951-52 was ap- 
| proximately 240,000 metric tons, while the an 


ticipated consumption for the season closing in 

June 1957 is approximately 657,000 metric tons 

ICA’s contribution has consisted primarily o 

technicians and approximately 44 the cost of 

| | | the demonstration fertilizer used during the Ist 
| | 2 years of the program. ICA contemplates 
| | furnishing no more than $10,000 worth of the 
| latest types of fertilizer per year for continued 

| testing in the future, 

Agricultural economics, 46 26 | $4, 700, 241 Philippines—(a) land tenure, (b) cooperatives 
farm organizations and | | (credit and marketing), and (c) rural credit 
agricultural credit. Fiscal year 1956 funds available for these 3 

| closely related projects were $153,458; $307,000; 

and $71,000 respectively. Since 1951, under 
these 3 projects, ICA has assisted in a far- 
reaching program of agricultural credit and 

land reform (see above) that has improved im- 

measurably the economic welfare of the masses 

| Of farmers and strengthened the political sta- 
| bility of the Republic. More than 375 farmer 
cooperative credit and marketing associations 

j with membership exceeding 225,000 and vol- 

ume of local loans equivalent to $25,000,000 
| have been organized. Also 75 newly organized 
| rural banks with more than $3,000,000 of local 
private capital and loans in excess of the equiv- 
alent of $7,500,000 are providing credit to rural 
businesses and farmers and enabling rural 
people to deposit their savings. ICA provided 
technical assistance and limited commodities 
for all of these activities and cooperated in a 
program of training Filipinos to carry on the 
work 
Libya 1gricultural credit.— Fiscal year 1956 funds 
ivailable for this project were $1,429,400. In 
Libya, which had no indigenous bank, ICA 
furnished technical and financial assistance that 
resulted in the organization, adequate capital 
ization and successful early operation of the 
Libyan National Bank and the Libyan Na 
tional Agricultural Bank. ICA furnished 5 
technicians to assist the agricultural bank in 
developing lending policies, operating proce- 
| dures, accounting practices, and personnel 
training programs. In 1954, there was no 
Libyan national trained or experienced in 
| banking or agricultural credit; today, they are 
| rapidly learning how to operate their own 
credit institutions. 

Agricultural marketing 18 | 14 | 5,007,470 | Lebanon—Agricultural marketing.—Fiseal year 
and processing | 1956 available for this project were $27,500 

Lebanon's chief export income is from fruit 

and vegetables. In the past, due to poorly 

graded and packed fruit, heavy losses from de- 
cay in transit resulted in distrust by foreign 
buyers Through educational work with 
groups and individuals, including the use of 

ICA-provided harvesting and packing demon 

strational equipment, private concerns have 

installed facilities never before used in Lebanon, 

Government fruit and vegetable inspectors 

were trained, and work with producers, packers, 

shippers, Government, transportation agen- 
cies, and foreign buyers has markedly increased 
foreign demand. 

Home economics and § s 98,415 | Thailand—Rural youth—Fiseal year 1956 funds 
rural youth. available for this project were $30,000. Since 

1953 Thailand, with the help of 1 United States 

technician and 3 Thais trained in the United 

States, has organized 80 clubs of 3,000 members 

(about 44 girls) covering about 4 of the prov- 

inces. Major projects are poultry and garden- 

ing. The youth program is providing the 
| foundation for the entire extension service 
program in Thailand. 
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{Total projects, 501; total costs, $68,083,584: number of technicians, 743: number of 
participants, 1,242] 


Num- | Num- 





Subfields ber of ber of Costs Sample projects and accomplishment 
pro)- coun- 
ects tries 
| - 
a | 
M 
Forestry 1 2? 1, 612, 967 Tran— Forestry and conserratio Fiseal year 195¢ 
funds available for this project were $53,068 i 
Singular accomplishments have be« the d 
elopment of and acceptance by the Iranian 
Government of a estry plan designed to pre 
ct existing forest und to assure continued 
supply of charcoal, an essential fuel in in, to 
permit sustained yield forestry harvesting ar 
he reforestation o ome watershed A for 
stry school and a forest products laboratory 
have been established 
Fisheries 18 14 y A ' Ss Taiwan Fishing fleet tation Fiscal year 





1956 funds available for this project were $8,000 
rhe fisheries assistance program, started in 








1951, has rehabilitated and improved the Tai- Px 
wan commercial fishery. this was done 
through the establishment of shore facilities, 
technical training to improve fishing tech | 
niques, modernization of gear and fishing craft, | 
establishment of cooperatives to help finance | 
equipment and systematize marketing, and | 
development of processin facilities. rhe i 
| “atch of fish has increased about 50 percent, but | 
| \ further increase of about 18 percent is needed. 
All other agriculture and 99 45 9, 485, 82 Lehanon— Farm vachinery Fiscal year 1956 
natural resources | unds available for this project were $70,900 
Che project was initiated to demonstrate how M 
food production could be increased by rehabili 
tating old lands and terraces and by more in- 
tensive cultivation through mechanization 
Nationals were train in the design of terraces 
nd la reclamation measures suitable for 
construction by mechanical means as con- 
tras th earlier works performed by hand 
tools wzbanon personnel were also sent to the 
United States for trainin Operation and i 
maintenance 1 were organized and per 
sonnel were trained in these fields as well as in 
vdministration, Lebanes personnel have 
progressed t point that the project can be 


turned over to them and ICA is according], 
phasing out 


ICA PROJECTS IN INDUSTRY AND MINING, FISCAL YEAR 1956 


Objectives.—The industry and mining programs are concentrated on the de 
velopment of human and natural resources to promote economic stability and 
to demonstrate the feasibility of achieving material progress in a free society 
Program components include assistance in (a) the development and improvement 
of sound industrial activities on a competitive free enterprise basis; (b) en 
couragement and facilitation of private domestic and foreign investment: (¢) 








effective utilization of natural resources for industrial growth, including hydro 
power and mineral and chemical raw materials: and (d) the development of 
managerial and technical competence. 
Se 
Total projec 105; total costs, $108,556,818 ) techn is, 41 imb p yunt S43 
Num Nu 
Subf is ber of ber of ( Sample | ect n my } I 
pro coun 
ect tri 
Mining and minerals 61 99 | $5,641,619 | 7 Murgul ¢ é nine erpaas Phe 
Murgul copper mine and smelter has a potentia 
capacity of 12,000 to of blister copper per vear, E} 
ibout twice the lev prior to 1956 Chi 
project provides ore-handling jUulpment 1 
cluding an aerial tramway costin $401,000 
his will bring production up to t maximum 
ipacity of the plant; w reduce productior 
cost, and will make po le increased export 
ea gy additiona n ¢ nee estimated 


t $8,000,000 per 
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{Total projects, 406; total costs, $108,556,848; number of technicians, 416; number of 
participants, 1,363] 

















} 
Num- | Num- | 
Subfields ber of | ber of | Costs 
| proj- coun- 
ects | tries 
os ; cd a ee ns | ie asain | 
Mining and minerals— | | 
Continued, | | 
| 
ol | 
| | 
| | 
| | | 
| 
i | | 
Power and communica- 69 | 22 |$47, 419, 002 | 
tions. | 
| 
| | 
| | 
| 
Manufacturing and proe- 102 | 18 | 40, 157, 838 
essing. | 
| 
| 
| 
| | 
| 
| | 
} | | 
| 
| | 
| 
| 
| 
| 
— 
| 
Service industries. . __- ; 5 | 4 | 1,530,550 
| ' 
. *~ | 
Engineering and _ con- 23 15 | 6, 246, 992 | 
struction. 








Sample projects and accomplishments 


Philippines—Strategic minerals survey.—Our 
phase of this survey aided the Philippine Bu- 
reau of Mines in a detailed investigation of 
lateritic nickel deposits of NoNoc Island off the 
northwest coast of Mindanao. Drilling, test 
pitting, and sampling by PBM_ personnel 
under ICA instruction and supervision have 
indicated deposits of 50,000,000 tons of ore, 
almost identical in grade to the Nicaro nickel 
deposits in Cuba. As a result, 5 or 6 major 
United States companies expressed interest in 
obtaining an operating concession and the 
Philippine Government is being urged to enact 
legislation permitting development of the 
nickel. Cost, $240,000 in fiscal year 1956. 

Turkey—Improved management and operation of 
power production facilities —This project made 
available to the Turkish Power Authority 2 
experienced United States power engineers to 
assist the Turks to gain a better understanding 
of management techniques to get maximum 
yields from existing facilities. The Turkish 
Power Authority implemented recommenda- 
tions as they were made by the power engineers 
on a monthly basis, increased efficiency and 
reductions in cost have already been reported. 
Cost, $28,000 in fiscal year 1956. 

Pakistan—Industrial development surrey.—This 
project, conducted under a contract, is to assist 
the Pakistan Planning Board in analyzing and 
evaluating possible lines of industrial develop- 
ment, to prepare development studies of specific 
industries and to give practical on-the-job 
training in methods and techniques of indus- 
trial development planning. Cost, $20,000 for 
fiscal year 1956 

Taiwan—Kaoshiung ammonium sulfate works, 
expansion.—In 1952, the Kaoshiung ammonium 
plant was producing approximately 5 metric 
tons of anhydrous ammonia per day. It was 
decided to expand production of 20 tons per 
day on an experimental basis until the Chinese 
demonstrated their ability to master advanced 
techniques, proper utilization of modern 
equipment, ete. They did so quickly, and it 
was decided to further expand the facility to 
produce 100 metric tons of ammonium sulfate 
and 25 tons of anhydrous ammonia per day. 
The project, completed in l’ecember 1956, re- 
sulted in immediate production of 55 metric 
tons of anhydrous ammonia per day. The 
U. 8. Government was providing the Chinese 
Government, on a grant basis, with the funds 
necessary to purchase imported fertilizer. The 
production, resultant from this repayable loan, 
is reducing the Chinese requirement for im- 
ported fertilizer equivalent by approximately 
$4 million per year. Cost, $1,591,000 total; 
$42,300 in fiscal year 1956, 

Taiwan—Small industry fund.—This project was 
designed to make available industrial develop- 
ment loans on relatively favorable terms to a 
wide variety of small private industries. These 
loans for United States dollar aid equipment 
and machinery are extended through 3 private 
commercial banks with branches in all major 
centers. The project has expanded the small 
private industry sector of the economy, in- 
creasing and diversifying Taiwan’s national in- 
come, and helped decrease Taiwan’s depend- 
ence on aid-supplied goods and services. Cost, 
$1,500,000 in fiscal year 1956. 

Turkey—Grain storage.—The Turkey grain stor- 
age project includes design and construction of 
mechanized steel silo installations at 69 loca- 
tions to handle Turkey’s greatly expanded 
cereal production. Primitive methods of 
thrashing, cleaning, handling, and storage 
have been modernized. The steel tanks and 
material-handling equipment were purchased 
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{Total projects, 406; total costs, $108,556,848; number of technicians, 416; number of 
participants, 1,363] 


Num- | Num- | 








Subfields ber of ber of | 
proj- coun- 
ects | tries | 

aihiemnaeiiemianntiainiaiaes . iilaiaueideienl 
Engineering, etec.—Con. 
| 
| 
| 
Marketing and distribu- | 17 9 | 
tion. | 
al 
j | 
| 
' 
j | 
i | | 
| | 
} } 
| 
| 
| | 
| | 
i | 
| | 


27 Industrial manage- 
ment. 


28 Industrial training 








Costs 


Sample projects and accomplishment 


from an American supplier, who provided 
technical specialists to coordinate installation 
and testing of the mechanical equipment and 
training Turkish personnel in operation of the 
finished plants. Cost, $2,367,865 in fiscal year 
1956 






$445, 590 | Israel— Industrial design.—To stimulate domestic 


2, 019, 276 


876, 703 





and export trade, a contract between the 
Institute of Contemporary Art of Boston and 
the Israel Institute of Technology undertakes 
to: (1) advise local industries on the importance 
and application of product design, including 
packaging of consumer goods for local and 
export consumption; (2) through the Technion, 
train suitable commercial artists for the future 
and (3) cooperate with and develop the facilities 
of Israel’s Council for Industrial Design 
Courses, seminars, and lectures have been con- 
ducted both at the institute and at numerous 
industrial centers in Israel. Cost, $56,000 in 
fiscal year 1956. In addition, considerable 
market analyses and advice regarding products 
intended for overseas markets have been given 
by the firm’s standard evaluation program 


Yuropean— Regional.—-This project is the result 


of increasing European interest in the market- 
ing and distribution aspects of commerce and 
industry and offered ICA an opportunity to 
emphasize the dissimilarity between the cartel 
system and the United States system of trade 
associations in a free competitive economy. 
The project provided for 24 participants repre- 
senting 10 of the European countries. The 
study embraced 3 main approaches: (1) The 
significance of retail trade associations in in- 
creasing retail productivity, (2) detailed exami 
nation of trade association activities and meth- 
odology, and (3) the cooperation between asso- 
ciations, government agencies, educational in 
stitutions and other national organizations. 
Cost, $33,600 in fiscal year 1956 


Iran—Industrial management.—A United States 


consulting firm is working on state-owned enter- 
prises to get them in shape for transfer to pri- 
vate enterprise. It was able to improve the 
management of the textile company so as to 
convert a $400,000 annual loss into a profit in 
the next year of operation. It has trained some 
40 top Iranian managers and has elicited inter- 
est of American companies in participating in 
the management and possible investment in 
Iran. Cost, $172,000 in fiscal year 1956. 


Merico— Supervisory training, industrial training 


courses.—Particular emphasis is being given to 
training at all levels of industry from top 
management to individual workers and in a 
broad variety of industries cooperating with the 
Mexican Industrial Productivity Center 
(established in 5 through ICA encourage- 
ment and assistance 2 United States indus- 
trial training specialists employed under ICA 
contract gave training courses in job instruc- 
tion, relations and methods, including in-plant 
training to approximately 1,000 Mexican fore- 
men and industrial supervisors in the 4 leading 
industrial areas of Mexico. Over 70 Mexicans 
have qualified as instructors to conduct such 
training institutes in a continuing program. 
Cost, $15,000 in fiscal year 1956. 





Taiwan—Industrial center (retired servicemen) 


The purpose of this project is to provide train- 
ing and employment for 2,000 partially disabled 
Chinese Armed Forces ex-servicemen at a 
handicraft center to furnish these partially 
disabled ex-servicemen with some self-support- 
ing skills for use in the civilian economy. 
Cost, $10,000 in fiscal year 1956. 
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{Total projects, 406; total costs, $108,556,848; number of technicians, 416; number of 
participants, 1,363 





| | | 
| Num- | Num- | | 
Subfields ber of | berof | Costs Sample projects and accomplishments 
| proj- coun- 
| ects | tries 
—_—|——_—_—_— —— a a 
28 Industrial training— | | Mexico—Office management and administration.— 
Continued | | | This project resulted from the realization by 
| Mexican industrial and governmental circles 
| that office management must keep pace techni- 
| cally with the technological gains at the plant 
level. The project brought 14 participants to 
| the United States to study techniques of utiliz- 
| ing office equipment and machines, office 
methods and routines, office forms, job analysis 
and administration, work simplification, per- 
sonnel administration, etc. Cost, $14,000 in 
| fiscal year 1956 
29 All othe ndustry | 69 36 | $4,219,278 | Turkey—Industrial allocation system.—The objec- 
and mining | tive of this project is to assist Turkey in the 


development of an industrial allocations system 
which will equitably and economically allocate 
to users scarce imported commodities. ‘Tur- 
key’s extreme shortage of foreign exchange has 
resulted in a serious dislocation of imports in 
the industrial field. Important Turkish indus- 
| | tries face curtailment of operations because of 
| | | shortage of the necessary imported raw mate- 
| rials, spare parts, supplies, and replacement 
equipment. Cost, $18,000 in fiscal year 1956. 
Chile— Technological planning—To meet the 


demand for trained technicians needed for its 
} expanding economy. Chile provided funds for 
| | the development of technical research facilities 
| in the social and physical sciences and requested 
| the services of 2 American scientists to assist 
| in planning and developing the facilities, 
| | Cost, $20,000 in fiscal year 1956, 
| | 


ICA projects (transportation), fiscal year 1956 


Total projects, fiscal year 1956 Scapa acne a ait pad vsshe enna ae = 182 
Total cost Bs “i re a i ee . $130, 092, 255 
Total number of technicians: In the field, fiscal year 1956 (direct 

hire) —- ms tel. a craic aces See ee ee oe, Nek see Se 80 
Total number of participants: Trainees in United States, fiscal year 

ee et oe ae ore es Se ee ee eee ne se eae 251 


Objectives.—An adequate transportation network is the backbone of a coun- 
try’s economy, servicing all elements of its productivity complex. Without it, 
no country can prosper. It is of little avail to produce products which cannot 
be moved from producer to consumer. Therefore, efforts to increase agricul- 
tural, industrial, or other productivity need to be geared to the availability of 
transportation. In some cases this can be accomplished with little expenditure, 
through providing technical advice on how to better utilize existing facilities. 
In other cases new facilities are needed to link communities together and thus 
bromote interchange of goods, or to permit their export if a surplus develops. 
Some of the countries were war-ravaged and need rehabilitation or rebuilding. 
In still other cases, notably Korea, transport networks were shattered by war 
and require rehabilitation or rebuilding. 


Fiscal year 1956 projects, by major and functional fields of activity 


| | 
| 





Field of activity Number of Number of | Total cost 

projects | countries | 

| | 

| | ; | 
31. Highways_- | 54 30 $47, 017, 070 
32. Urban transit and traffic engineering | 3 | 3 | , 250 
33. Railways 24 13 | 5, 130 
34. Port facilities and harbor improvements 12 9 | , 315 
35. Inland waterways 5 | 5 , 500 
36. Ship operations 6 6 | , 760 
37. Air transport 57 35 | 24, 931, 492 
29. All other transportation | 21 | 16 919, 738 
Transportation total 182 | 48 130, 092, 255 
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Sample projects 


HIGHWAYS PURKEY 


Highway aid to Turkey, covers a period of 9 years and an expenditure of 
some $46 million for services of United States technicians, equipment, and 
materials. As a direct result of this program, the interior of Turkey has been 
opened to the benefits of modern commerce. Since some 82 percent of Turkey’s 
population lives in small villages, the effect of this penetration has been re- 
markable: Increased incentive to expand growth of crops for sale to other 
areas and the outside world; increased purchasing power with the consequent 
demand for manufactured products which go toward raising standards of living; 
expansion of interest in the rest of the country with its consequent effect on 
national unity, education, business, and industry. 

The total cost in fiscal year 1956 was $147,000 for the payment of technicians. 
United States aid to the entire project is set for phase-out by December 31, 
1958. 

The following table illustrates the results of the highway program in between 
1948 and 1956: 





ITEM 1948 1956 
| | 

All-weather roads 5,650 miles 11,800 miles. 
Paved roads 580 miles | 2,100 miles, 
Total motor vehicles 20,231 | 81,382, 
Annual vehicle-miles - - 137,470,000 | 735,590,000. 
Annual ton-miles 230,000,000 1,505,000,000. 
Annual passenger-miles 752,000,000 7, 280,000,000. 
Freight costs per ton-mile 15.1 cents. 5.6 cents. 


Among other results are— 
(1) Promotion of law establishing Turkish Directorate of Highways. 
(2) Passage of new traffic laws. 
(3) Training of some 6,000 equipment operators, mechanics, and tech- 
nicians. 
PORTS—PHILIPPINES 


During World War II, Manila’s port facilities were completely destroyed. The 
United States Army engineers, between 1947 and 1950, constructed two new piers ; 
and the Manila port authorities reconstructed others. Nevertheless these facili- 
ties are totally inadequate for Manila’s traffic. There are always vessels at 
anchor awaiting a berth, or working their cargo with lighters, creating extra costs 
to both ship operators and cargo owners. 

Early in 1956 the Philippine Government proposed that $1,400,000 of United 
States funds be provided to finance the purchase of steel piling for construction of 
an additional pier to accommodate at least 4 vessels at one time. This project 
was approved and supplemented with additional funds in 1957, the total cost of 
the piling being $2,600,000. The Philippine Government has allocated pesos 
7,500,000 for local materials and labor. The above dollar amount, plus the salary 
of one ICA engineer, is the total cost to the United States. Construction should 
be finished in 1958. 

It is interesting to note that all engineering and construction is being carried 
cut by the Filipinos themselves, with only one ICA staff engineer as adviser. 
The low bidder for the steel piling is an Ohio firm; thus, all the dollars involved 
in this project will be spent in the United States. The first shipments of piling are 
now en route. 

SHIP OPERATIONS—VIETNAM 


During World War II, navigation aids such as buoys, beacons, and harbor 
lights in the Saigon River from its mouth to Saigon were greatly damaged; and 
the following period of unsettlement in Vietnam inhibited repair of such facili- 
ties. The result was an atmosphere of insecurity and risk for all vesse!s—both 
local and oceangoing—calling at the port of Saigon. The river could be traveled 
safely only in daylight hours, and operations in the port itself were limited to 
daytime except under unusual emergencies. 

In 1955 a small amount of local currency was committed to replacing pylons 
along the Saigon River route. In 1956, there was provided $101,000 with which 
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to purchase electrically lighted beacons and buoys in conjunction with the py- 
lons, and to finance trainees in operation of nautical beacons. The Vietnamese 
Government supplemented this amount with piasters 1 million. Additional 
United States funds are provided in fiscal year 1957 to complete all procurement 
of import material for this project; and total installation cost as well as con- 
tinuing operating and maintenance expense will be borne by the Vietnam Govy- 
ernment. At the present time, it appears that installation of the Saigon River 
navigation aids will be completed before the end of 1957. 


RAILW AYS——KOREA 


ICA began taking over railway advisory services on the Korean National Rail- 
ways from the United States military in 1955. Since that time, logistic support 
has declined from $41 million in 1955 to $28 million in 1957, and will be ma- 
terially reduced in 1958. Locomotive miles have declined and tons per train 
have increased. Freight tonnage has increased 3314 percent. 

Early it became apparent that the enormous amount of money being spent 
for coal, Which was imported, had to be reduced. The cost of coal alone was 
accounting for 50 percent of the entire railway budget. Yet, Korean coal is 
not suitable for economical operation of steam locomotives. Experts advised 
the procurement of diesel-electric locomotives to replace the antiquated steamers 
in service. Orders were placed for 29 new United States diesels in addition to 
procuring 10 smaller units from the United States Army. Delivery of these 
units has started and will be completed in 1957. It is estimated that based on 
units replaced (4.3 steam for 1 diesel electric) a 50 percent reduction in the fuel 
bill alone will result; the number of locomotive back shops will be reduced from 
5 to 2, ecoaling and water stations will be abandoned, ete. Twenty-five of the 
better steam locomotives were converted from coal to oil-fired. By so doing 
this has increased their efficiency and reduced the cost of operation 70 percent. 

Improved railway foundry operations have increased production of brake- 
shoes 300 percent, from 9,000 to 36,000 per month. 


ICA projects in the field of labor, fiscal year 1956 


Objectives —The closely related objectives of the ICA labor program are 
(1) to assist free nations to combat Communist influence in the labor field 
through technical assistance to free democratic trade unions, as set forth in 
section 413 (a) of the MSA; (2) to maximize labor’s contribution to an eco- 
nomically and politically stable society which is able to support adequate defense 
establishments and to provide a steady improvement of living standards through 
better employer-employee relations, manpower utilization, productivity improve- 
ment, social legislation, and similar measures. 

ICA’s labor program is concentrated in the technical assistance field. In the 
trade union area, it is directed toward improving the competence of the free 
trade union leaders and their staffs, encouraging labor participation in pro- 
ductivity and economic development activities and fostering good industrial 
relations. Technical assistance is also provided to the ministries of labor and 
other government agencies concerned with industrial relations, manpower utili- 
zation and workers’ welfare. ICA labor activities are necessarily directed 
toward long-term goals of influencing attitudes and practices in the participating 
countries. Their success must therefore be measured not only in terms of im- 
mediate results but more importantly in terms of basic changes noticeable in 
the long run. 
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[Total projects, 89; total costs, $3,717,253; number of technicians, 33; number of participants, 582] 


Num- | Num- 


Subfields ber of | ber of Costs Sample projects and accomplishments 
pro}- coun- 
ects tries 
Labor and trade union 29 21 | $1,519,707 | Philippines—Labor education center.—In 1954, 
leadership. ICA established a labor education center, 


ed 
under the auspices of the University of the 
i 


1 
Philippines, using 2 technicians and a mini- 
mum umount of 1 jas 1 ind equipment 


The center aims at developing responsible 
trade union leadership and healthy labor- 
management relations. In fiscal year 1956, 
ly 3,000 Filipinos attended sem- 
inars and workshops conducted by the center. 
The center has gained enthusiastic support of 
the Philippine Government, employers, and 
the major sector of the trade union movement 
The interest of other Asian countries in the 
center has been aroused, and the possibilities 
of utilizing the center for training of other Asian 
trade unionists is being explored. Cost, 
$126,000. 


approximat 





Apprenticeship and in- 4 RU, 425 Iran—Labor training and services.—Since 1953, 
service training for ICA has been training Iranians, in such indus- 
workers. tria) skills as machinists, diesel mechanics, auto 


mechanics, foundry workers, electricians, etc. 
To adapt the Iranian labor force to Iran’s eco- 
nomic growth, 1,620 supervisors and instructors 
were trained during 1956 in Iran by the 9 United 
States technicians. United States training has 
ilso been given in factory inspection and re- 
lated training. In addition, 14 selected [ranians 
received training in the United States. Cost, 
$349,835 

Labor productivity a 13 6 371,610 | Japan— Labor productivity teams.—This project 
was the first in a series aimed at increasing the 
awareness and cooperation, while diminishing 
the initial hostility, on the part of labor to the 
need for the improvement of productivity in 
Japan The 24 participants on these teams, 
who were officials of representative Japanese 
labor unions, studied United States industrial 
relations, with emphasis on the way in which 
American labor organizations and the workers 
adjust their policies and attitudes to the prob- 
lems and effects of increased productivity 
heir findings have been disseminated to the 
members of their unions through meetings, 
publications, etc. As a result of the increased 
understanding an! acceptance of the produc- 
tivity program by abor, the Japanese pro- 








ductivity effort has net with great success, 

Cost, 700. 
Labor-management rela- 7 4 86, 87¢ France—Impact of auto vion and the quaranteed 
tions. annual wage on industrial relctions in the auto- 


mobile ind t ig Communist influ- 
ence in the French labor movement suffered a 
major defeat when the Renault Automobile 
Co. and the free unions recently concluded an 
unprecedented long-term collective-bargaining 
wreement which included, among other inno- 
vations, guaranteed increases in wages based 
on foreseeable technical progress. The imple- 
mentation of this agreement raised a number 
of thorny problems, in particular automation 
ICA assisted a group of French trade-unionists 
to study American experience in this field, 
9 French union, management, and Govern- 
ment officials connected with the French auto- 
mobile industry were enabled to study at first 
hand the attitudes of United States labor and 
management regarding the problems of auto- 
mation, and the development of guaranteed 
annual wage plans. The understanding they 
gained has contributed greatly to the sub- 
stantially improved industrial relations in 
French automobile industry. Cost, $10,890 
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[Total projects, 89 ; total costs, $3,747,253 ; number of technicians, 33 ; number of 
is participants, 582]—Continued 


| 
| Num- | Num- | 


Subfields | ber of| ber of | Costs Sample projects and accomplishments 
| proj- coun- 
— ects tries | | 
954, wi ee ee Sek eA, er Ck ge ee eee ee P ee or 
ter, Labor and social legisla- 3 | 2 $30,920 | Philippines—Labor law administration.—In the 5 
the & tion and trade-union | years the program has been in operation, 
A &. weifare services. | United States labor specialists have assisted 


the Philippine Government in the preparation 
of labor legislation, the improvement of its 
administrative machinery, and the training of 
996, | | staff. One of the more important projects in 


ible i 
bor- 


em- i | fiscal year 1956 in this country centered upon 
iter. i | | the minimum-wage law. This law, along with 
t of | | other labor legislation, provides one of the im- 
and portant legal foundatons for raising the status 
ent. | of industrial and agricultural workers. ICA, 
the through a minimum-wage adviser, has assisted 
ities in improving the administration and realistic 
sian enforcement of the law. In addition, a high 
ost, official of the Philippines Ministry of Labor was 


trained in the United States in the administra- 


953, tion of labor legislation with emphasis on wage- 





dus- and-hour legislation, labor standards for women 
tuto | and children, and industrial health and safety 
etc. laws. He now occupies the position of chief of 
eco- | the office of legal services of the department of 
‘tors | | _ labor. Cost, $23,000. 

ited Industrial safety and | 6 5 75,770 | Latin America (regional)—Display of industrial 
has hygiene. | | safety and lator standards erhibit in Latin A meri- 
| re- can countries.—A traveling exhibit on undus- 
lans | trial safety and labor standards, produced by 
ost, the U. 8. Department of Labor with the co- 


| 
; 
| 
| 
i 
} 
3 | operation of United States private industry is 
ject | | now touring several countries. The exhibit 
r the dramatically demonstrates a number of safety 

| 

| 


hing | devices and practices applicable to conditions 
) the in the participating countries. It has provided 
y in | industry in Latin America with up-to-date 
4ms, | | information on safety techniques, and has 
nese | | | stimulated greater interest in safety on the part 
trial | | | of the workers. This exhibit has been shown, 
— | so far, in Mexico to 8,000 persons, in Peru to 
cers 


over 4,000, in Bolivia to 80,000. Cost, $22,000. 





. | a os es foal 
rob- All other labor. -. waned 21 | 14 563,625 | Turkey— Ministry of Labor participants.—Training 
+> | | was provided for 5 key officials of the Turkish 
) ie 


. Ministry of Labor in the fields of industrial 
Ings, | safety, workers’ health, and conciliation and 
ased mediation. This project was instrumental in 

















duc- raising the general level of effectiveness of the 

pro- | Ministry of Labor in the fields of manpower 

cess, | | | utilization, industrial health and _ safety, 
| worker-employer relations, settlement of dis- 

nteed | | putes. The general goal of improving produc- 

auto- tivity has been promoted by better utilization 

nflu- | of labor and better solutions to labor problems. 

ed & Cost, $15,000. 

obile 

d an 7 ee ae 7 SF $e To — na —_ —_— ~~ a 

ning 

aan ICA projects in health, fiscal year 1956 

nple- . . . : s 

mt - Objectives.—Cooperative public-health programs are designed to assist the 

tion countries, at their request, to improve their health and living conditions. Physi- 

falde cians, sanitary engineers, nurses, health educators, and others assist participat- 

vern- ing countries in determining health needs, in suggesting specific approaches, in 

auto- providing consultation, and in making available resources for training. 

oe The broad range of health projects falls into the fields of epidemic and in- 

auto- fectious diseases (malaria, trachoma, smallpox, typhoid) ; environmental sani- 

iteed tation (safe water systems and sewage disposal) ; development of rural health 

a services and facilities (health centers, hospitals, clinics, laboratories); and, 

3 in above all, the training of personnel, both locally and in the United States, and 

90) the establishment and development of basic health-training institutions (schools 


of nursing, schools of public health). 

The activities are directed toward the strengthening of the programs to the 
point that host governments can take over the mutually developed health 
services. This has been done in many countries with signal success. 
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[Total projects, 275; total costs, $34,215,509; number of technicians, 461; number of participants, 556 


Subfields 


Control of specific dis- 
eases 





Environmental  sanita- | 
tion 

Health facilities opera- 
tion of and advisory 


services to, 


Health training and edu- | 
cation. 

| 

| 

| 

| 


Health facilities, con- 
struction, remodeling, 
equipment, 


Num- | 
ber of 
pro)- 
ects 


we 


39 


38 


99 








Nul 
ber 


n- 


of 


coun- 


tric 


Ss 


24 


13 


| 


| 


Costs 


| $5, 930, 800 





10, 288, 039 


3, 204, 546 


4, 930, 720 


4, 341, 475 


Sample projects and accomplishments 


Thailand—Malaria eradication.—This project has 
been in operation since 1951, with malaria 
successfully eliminated and vigilance estab- 


lished in areas of more than 3,500,000 popula- 
tion, and the house-spraying campaign continu- 
ing in remaining malarious areas of more than 
6,500,000 population. ICA contribution to this 
project for fiscal year 1956 was $495,000; country 
contribution (dollar equivalent) was $617,057. 
‘his project has been so successful that it i 
technical assist- 





now providing training and 
ance to Laos 

Rrazil—Pural water-supply systems —Through 
experimentation with the rural conditions in 
Brazil, 10 sme!l water svstems were constructed 
n the Amazon area (1943-47) at a total cost to 
the United States of $175,000 Out of this 
experience there ; grown a very large Bra- 
zilian Government program jointly financed 
by Federal and local governments for all the 
municipalities (approximately 2,000) of Brazil. 
Our ram gives < technical consultation, 
costing the United St ibout $25,000 a year 





year, 
to the various municipality projects, of which 

there are presently more than 300, 
Philippines—Rural health wnits this 
project was begun in fiscal year 1952, more than 
1,000 rural health units have been established, 
with 1,067 physicians, 834 nurses, and 834 mid 
wives employed. The personne] of these 
Stations have given almost 8,000,000 treatments, 
nearly 2,000,000 lectures and demonstrations on 
ind 2,500,000 visits to farm 


improving health, 
hom to give instruction in maintaining basic 


Since 


sanitation. ICA contribution was $544,000 in 
fiscal year 1956; country contribution $6,252,83 
(dollar equivalent). 

Ethiopia—Public-health training center.—The 


ind training center at 
Gondar is the largest medical auxiliary training 
project in Ethiop WHO and UNICEF are 
cooperating. The center trains approximately 
70 health officers, community nurses, sani- 
tarians, and laboratory technicians per year. 
The progr ernment hospital 
at Gondar, training is done, a model 
health center in Gondar, and several rural 
health centers in villages, all of which have 
iven medical treatment to an estimated 65,000 
persons. Asstudents are graduated, additional 
health centers are planned 


public-health college 





um includes the Gov 


where 


Ecuador— The National School of Nursing.—The 
National School of Nursing, established in 
Quito in 1942, marked the beginning of nursing 
training ther During early years, staff were 
North Americans, now replaced by Ecuador- 
ians. ICA presently furnishes 1 consultant to 
the national director. This is a very success- 
ful and beneficial project, filling a great ne¢ 


up to present time 160 professional nurses have 
been gratuated 

Libya— Hospital, ambulatoria, and laboratory re- 
habilitation.— United States provides the serv- 
ices of 1 American hospital administration 
adviser to advise and assist the Libyan Gov- 
ernment in its program to rehabilitate hospi- 
tals and other medical facilities which were 
developed by the Italians basically for use by 
Italian colonial groups. The program has been 
designed with emphasis on _ rehabilitation, 
proper equipment, and maintenance of a few 
key centralized health facilities. United States 
contribution is $22,000; Libyan-American Re- 
construction Commission (LARC) has con- 


tributed an equivalent amount of $778,000. 


: 
: 
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[Total projects, 275; total costs, $34,215,509; number of technicians, 461 ; number of 
participants, 566]—-Continued 





Num- | Num- 


Subfields ber of ber of Costs | Sample projects and accomplishments 
pro)- coun 
ects tries 
All other health and san- 71 35 | $5,519,929 | Peru—Industrial hygiene Since 1947, an indus- 
itation | trial-hygiene program has been mandatory and 
| the Government asked the health servicio staff 


to accept responsibility for supervising this 
program, United States health specialists have 
helped to train personnel, start education and 
health-control measures, and win the support 
of labor and industry. his program has been 
o suecessful that other Latin American coun- 
tries are sending personnel to be trained at the 
Lima laboratory ‘his project has cost the 
United States a total of $126,000. 


ICA projects in education, fiscal year 1956 


Objectives.—The significance of education for largely illiterate populations 
living in underdeveloped areas is obvious. It is essential for disseminating both 
ideas and skills. Elementary and secondary education, and secondary vocational 
education are essential to improvement in agriculture, industry, health, or public 
administration. The ICA education program places major emphasis on teacher- 
training and on advice and assistance to ministries of education respecting cur- 
riculum, textbooks, other educational materials, educational methods, and organ- 
ization of school systems. ICA does not supply teachers, as such, but rather 
teacher trainers and other specialists to train educators in order to permanently 
multiply the effectiveness of ICA methods. It is hoped that improved patterns 
in education more suited to the needs of the host country may thus be established 
on a permanent basis. 


[Total projects, 221; total costs, $25,813,500; number of technicans, $70; number of participants, 635] 
Num Nu 
Subfield ber of ber of Costs Sample projects and accomplishments 
pro coun- 
ect trie 
Technical education 56 31 $6, 495, 586 Brazil— Tertile institute Che textile industry is 
the 2d largest industry in Brazil, with 2,969 
establishment ind 309,676 employees An 


ICA survey indicated manpower needs of the 
industry and emphasized the fact that pros 
ductivity was retarded by a lack of trained 
foremen and technicians. Brazil erected a very 
fine textile institute in Rio and equipped it with 
the advice and assistance of ICA, whose tech- 
nicians also he Lyn d develop the courses of study 
ind instructional materials needed A teac 

training program was instituted and member 
of the faculty were sent to the United States 


for training Brazil is now in a position to train 
ill the foremen, technicians, and engineers 
needed by this vital industry Productio 


n 
has increased and the quality of cloth produced 
has greatly improved Cost, $248,963 for 4 

years; $26,400 for fiscal year 1956 
Vocational wricultural 13 10 1, 578, 294 Thailand— Vocational agriculture This project 
education has stimulated the founding of agricultural 
schools and the strengthening of the all-im- 
portant Bangkok Technical Institute. It has 
given new status to agriculture and in addition 
has given dignity to the work which once car- 
ried with it a social stigma. Agricultural 
subjects are now included as a part of the regular 
curriculum of schools that once gave attention 
to classical subjects only. Cost, $181,000 for 4 

years; $68,000 for fiscal year 1956 


92522 
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{Total projects, 221; total costs, $25,813,500; number of technicians, 870; number of 










































participants, 635]—Continued [ 
i a ; 
Num- | Num- | 
Subfields ber of | ber of Costs Sample projects and accomplishments 
proj- | coun- | 
| ects tries | 
} | 
“ag — | | i - 
Home economics educa- 4 1 | $63, 700 | Jran.—The home-economics project bas thus far . 
tion. | | attained the following major objectives 1.200- E 
| | native teachers and leaders have been trained:- 
| necessary textbooks and teaching materials- 
| | have been developed; a department of home 
| | economics has been established in the Min 
| | try of Edu 141 demonstration home 
i | economics centers have been established 
throughout the country and the Ministry of 
j Education has made home economics re-- 
| quired course in all the girls’ schools and has 
provided a budget to finance the prograr 
Cost, $90,000 for 4 years; $19,000 for fiscal year Al 
| 195 : 
Eleme:itiry educati | 28 IS 1, 906, 539 | Paragua Re zing that the traditional el 
mentary education program of “‘education for 
| the elite’’ w not suited the needs in this 
| rural country, the Ministry of Education re- 
| quested ICA to assist in modernizing the 
elementary education program 4 demcnstra- 
tion school was organized in San Lorenzo where 
teachers and education officials could observe 
modern teaching techniques, a new curriculum 
based on the needs of the community, and the 
use of more effective instructional materials 
A new rural normal school, whict to serve 
the heart of the teacher training program, 
wa I ructed ad nt to the « netr n 
P SM lean cl Lic we LaCUILLY r the 
ne choo] was brought to Puerto Ric« 
ind ited States for trair An in 
ser) r training program is in operation 
Cx for 5 years; $103,418 for fiscal 
Secondary eiucation. 9 y 2, 458,595 | Philiz ‘ilot projects have been under 
Il guides to the entire secondary 
t 
and Pangasinan and community development co 
personnel have cooperated The program i 
built around the principle of self-help in whict m 
100 to 300 families will help build schools fo sk 
300 to bf tudent Ihe Cr ernment will 
provide a minimum of 10 teachers for each of ag 
these school Cost, $60,740 total; $45,000 fo pl 
liscal year va 
Professional and higheOr 30 17 6, 789, 26 1 fghanistar immediately F 
education, $100,000,000 credit made availat A fobs ‘ 
istan by the Soviet Union, | fo 
by Russia to gain control of 
ICA, by } iding funds fo 
| of an adviser to the president and an 
} the dean of the medical faculty, and the training 
| of 8 participants, has « nated the immediate 
| possibility of Soviet domination I'his project 
| | at the same time will help orient Kabul 
University and its 800 students toward United 
| States education practices. Cost, $54,000 for 
| | fiscal year 1956 
Fundamental, adult and Ss & | 676, 395 | Bolina lhe Warisata Normal School is an illus Go 
community education | | tration of how ICA , mmunity z 
education programs as an integral part of a n 


| 

| rural-school program. Bolivian and United 
| States technicians are cooperating to teach 
adult illiterates how to read and write and to 
| speak Spanish in addition to their Indian 
| language, { 





, for promoting more effective agri 

cultural practices, for encouraging local talent 
|} in rural arts and crafts and in organizing com- 
| munity cooperative undertakings Some 
|} 60,000 rural people are benefiting. Cost, 


| $20,000. 
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[Total projects, 221; total costs, $25 
particip: 


813,500; number of technicians, 870; number of 
ints, 635]—Continued 


Num- | Num- 

Subfields ber of | ber of | Costs Sample projects and accomplishments 
proj- coun- 
ects | tries 


Educational administra- 10 7 $348, 719 | Liberia.—ICA, through an educational adSminis 
tion | trative project costing $17,000 a year and em- 
ploying 1 technician, has set up a joint admin- 

istrative commission that operates on a national 

level. This commission has motivated the host 

country to increase the number of public schools 

from 105 to 346; increased the number of teachers 

| from 203 to 1,051 and brought about an increase 
in the enrollment of students in the publie 


| schools from 20,613 to 49,772. Cost, $85,000 for 
| 5 years 
All other education a 63 33 5,496,412 | Guatemala—The Guatemalan citizenship project.— 


ICA was asked to develop a program in citi- 
zenship education for the youth of Guatamala 
Under contract, the citizenship education pro- 
ject of Teachers College (Columbia) worked 
out the program along lines that had proved 
successful in the United States. A team of 
educators from Columbia visited Guatemala 
and selected a group of Guatemalan educators 
to work with them at ‘Teachers College here 
they studied all the various declarations of 
independence and constitutions that have been 
granted the people of the country. They then 
developed a list of rights and privileges of the 
individual and, based on it, a list of duties and 
obligations of the individual. This was pub- 
| lished as Senderas de Libertad or Paths of 
| | Liberty. The Guatemalan educators were 
then trained in how to conduct a teachers work- 
| | shop. The workshop was held in March 1957 

| and was officially opened by the President and 
some of the Cabinet. All of the urban teachers 
of social studies participated. Cost, $141,000. 
| 


ICA projects in public administration, fiscal year 1956 


Objectives.—Technical assistance in management is being furnished developing 
countries to help them achieve their economic development goals. One of the 
major deterrents to rapid economic development is the paucity of management 
skills both in Government and business. To meet need for improved man- 
agement, United States technicians (U. S. Government employees, contract em- 
ployees, university personnel) are sent abroad to demonstrate and install ad- 
vanced administrative techniques, to establish institutions to train managers. 
Foreign technicians are brought to the United States and sent to other countries 
for training. 


{Total projects, 121; total costs, $9,530,770; number of technicians, 364; number of participants, 491 


Num- | Num- 


subfield ber of ber of Costs Sample projects and accomplishments 
pro}- coun- 
ects tries 
Governmentwide organi- 19 15 | $1,790,303 | Philippines—Management improvement division. 


zation and manage- United States technical assistance and training 
ment, | for Filipinos resulting in establishment in 
Philippine budget commission of a manage- 
ment improvement division. This division 
has been aiding and directing the installation 
of reorganization plans (comparable to United 
States Hoover Commission recommendations), 
is conducting management improvement 
studies, and is focal point for improved effi 
ciency and economy of Philippine governmen 


operations. Cost, $72,000 in fiscal year 1956 
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{Total projects, 121; total costs, $9,530,770; number of technicians, 364; number of 
participants, 491]—Continued 








Num- | Num- 
Subfields ber of ber of Costs Sample projects and accomplishments 
proj- coun- 
ects trie 
Governmentwide organ- Guatemala—Economic  developme 
ization and manage- Under an ICA financed contract, 
ment— Continued consulting firm is assisting Guat 
pro ram to Improve il economic 
finance position and related public 
tion activitie Economi tudic 
have helped to ¢ ul ep 
opportunities for p te t 
ment ! re pp l oO 
it l 0 prov 
ollecti 1 furthe proveme 
om prop ( ) t 
riff Cost. S180_0% { ne 
Public personnel admin- s 8 $ 02 ( / ( f f l States te a 
istration I i ted Costa R to develop a vil 
¢ Dp ( tio nd pro- 
1 nd 1 ( effective 
T t ' Tr Tyr 
he : i t ! ted 
tat } | ( Ac ¢ racnit 
Costa R ‘ throu eo 
tion } l 1) 1 over 
i pu | ) lited 
t 1 { ’ s Ww) n 
f \ , 
( l— Pe 1 f ( y off 
Stat } 
1 t 1 \ k work D ¢ rot 
f 
v i St rsonnel 
I i ) for t 
f Cost. ¢ f 





minist pI t wr elect tow 
yume ‘ ! { elects or a 
( \ United { helr 
I 1 I e establ 1 I ] associ 
va ) I I lalit I iciy id- 
mthly mu ( y 
ul conterence oO 1 
‘ tT hy! ' tr , ( oO for 
nl t pal 
f lib ol WW 1 n 
ini il i ement at hran | ‘ \ | 
' mn fire protection, city pla ; ete | 
Cost, $47,521 f r 1956 | 
Lac Gove t é vement 
{ ted Stat tance moder . 1 | 
expanding Government procure! ind com- 
nercial imy t+ ort i } ! 1 in the i 
ablis! ( i f vel nt } ire ent 
office to which USOM recently turned over 
procurement of project commodities and in- | 
tallation of a commercia ort } 
tem «de ed to utilize re ble sup 
worldwide Cost. $14.100 in fiseal vear 1956 


Public Budgeting and 22 lf 1,141,439 | Jsrael—Impyr v4 i stration of e taz 











Finance Administra issessme and enforcement,—IC A- 
tion. finance iwement firm a ed the 
| income istration of Israel in estab- 
ing 2 pik emonstration tax 0 ind 
provided eneral adv rv ser eS On improv- 
ing methods of asse ncome 
taxes New tecl jue wert 
demonstra snd many ar 1 ted on 
country wide basis Cost, $4.000 in fiscal year 
1956 

Phil es—Pul e.—This p tice 
to develop adequate ministrat 1 hinc rs 

to impro re nur etior K rfTic 
r ¢ fi ef (RX re 1 tor of th 
Department ¢ Fk nee t ned in the 
TInited Stat ry } pe ¢ 





| Total 


Subfields 


ic Public 


projects, 


Buildings 


MUTUAL 


121; total 


Num- 
ber of 
proj 
ects 


and 


Ad ministra- 


costs, 


SECURITY 


$9,530,770: 


participants, 491] 


Num- 
ber of 
coun- 
tries 


Costs 


ACT OF 1957 


number of 
Continued 


technicians, 864; 


979 


number of 


Sample projects and accomplishments 


of revenue laws, 


with United States technical 


Finance vdviee and improved gencral management and 
tion—Continued morale of tax offices, revenue collections this 


rae year are up 10 percent above collections for same 
! 





ice period last year. Customs collections are up 
ng 334% percent Cost, $108,000 in fisesl vear 1956 
1Q- General services & 6 $355, 125 Worldwide— Procurement and supply manage- 
n- ment.—3 workshops for training foreign partie- 


+x ipants in procurement and supply management 





ed were conducted in 1956. The 64 participants 
nd came from 19 countries. The workshops 
i focused on improving techniques ranging 
: from simpl lying pape rwork and proce lures to 
vil improving storage methods and inventory 
ro. control Over 40 key United States executives 
ve n business, industry and Government cooper- 
m- ited in this program 
ed Organization and admin- 1f 12 2, 656, 300 | Brazil—Derelopment of Institute of Business Ad- 
lt istration of institutes or ministration A school of business administra- 
schools for public or tion has been established at Sado Paulo, Brazil, 
or busine viministra- through the issistance of Michigan State 
ed tion University under an ICA-financed contract 


n Some 250 business executives have been trained 
through the 12-week full-time intensive course 








fl in advanced management Annual refresher 

e seminars are held for alumni. The under- 

] graduate program has completed its second 

year A board of trustees has been established 

| looking toward future independent status and 

of financing for the school. Cost, $498,500 in 
fiscal year 1956 

Iran— The Institute for Administrative Affairs 
| The Univer of Southern California has 


issisted the University of Tehran in establish- 




















ine¢ ing an Institute for Administrative Affairs and 
ret idvises Iranians in teaching and conducting 
wT research, developing in-service training pro 
i grams and consultative services. In the t2 
D, years, 127 full-time graduate students enrolled, 
cia 197 part-time and 979 special students; 19 par- 
ul- ticipants were sent to USC for trainin Cost, 
I $415,000 in fiscal year 1956. 
re stat ( 1 Cuba—Census and statistics United States 
cen technicians and training programs have assisted 
for Cuba to strengthen the stitistical organization 
ipal which provides improved data for economic 
in development Che results of the 1953 popula- 
\ | tion census were tabulated and published in 
ete fiscal 1956 and ny ed perations 
j broug! vin ( more tl 700.000 Cur- 
t i rent sur unemployment and derem- 
1 i ploy tare providing th ti | EFecnomi 
om- | ( vith t data for plant purposes 
the i Cost $66,200 in fiseal v r 1956 
ent A put 92 | 2,503, 85 Iran—Government of Iran public ad str 
ver I United States public administ: { 
in- | to Iran was bein mp lelay inst 
; bility K ( pecifie responsi! lit by Irar 
er offic ( State tect ia ! 
mended appointing permanent a nistrativ 
taz under retaric in ministric ind the Offic 
("A- of t} | e Mir te tablishment ¢ 1 toy 
the level council to obtain governmentwide col 
tab- sideratior f broad management problems 
ind Accom hments include in most ministries 
rov- preparation of the first comp ive budget, 
ome reorganization and centr tio ft vdmin 
Vere istration functions, creation of a responsibl 
1 on office to implement acceptable recommenda 
year tions in specialized activities; e. g., accountit 
1uditing personnel management Cost, 
Iped $364,000 in fiscal year 1956 
Me TV 
the p 
thy ICA projects in community development and social welfare, fiscal year 1956 
—_ Objectives —‘Community development” is the term used to describe the tech- 


nique many governments have adopted to reach their village people and to make 
more effective use of local initiative and energy for increased production and 
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better living standards. Community development is a process of soci 
in which the people of a community organize themselves for planning an 





al action 
d action; 


define their common and individual needs and problems; make group and indi- 


vidual plans to meet their needs and solve their problems; execute the 


se plans 


with a maximum of reliance upon community resources: and supplement these 
resources when necessary with services and material from governmental and 


nongovernmental agencies outside the community. Governments have 
that when local people have a chance to decide how they can better t 
local conditions, better Sanitation, greater literacy, and other desirable 
ments are more easily introduced and have a more lasting effect. In 
to greater literacy, improved health and more productive agriculture. 


» learned 
heir own 
improve- 
addition 
coInmu- 


nity development produces its own end result in the form of experience and 


Skill in the democratic processes. It is a direct way of bringing about 


self-help 


in the local population, an efficient way of multiplying the effects of United 


States technical assistance. It helps develop an enduring base for 
national economy and is a way of meeting the increasing demand for 
life. 

Social welfare: ICA and its predecessor agencies have recognized a 


a sound 
a better 


relation- 


ship between the social and economic aspects of economic development and have 
provided a modest amount of technical assistance in the social services in a 
limited number of countries. The objectives are: (a) to ehable persons and 
groups to improve their capacities for engaging in productive economic and civic 
activities, (b) to enable people to adjust successfully to dislocations arising 
from economic forces and technological changes, (¢) to use available resources 
for rehabilitative and social services to nonproductive sroups causing a drain 
on the economy, to sroups representing cores of unrest and instability, and to 


children and other groups especially vulnerable to social] disorg 
(d) to assist countries to make better use of their voluntary organiza 

Emphasis is placed on (1) rural welfare programs designed to im] 
productive capacities and standard of living of the rural population an 
an uneconomical migration to the cities. (2) use Of social-work tech; 
facilitate health and other basic programs, (3) the encouragement of in 
voluntary organizations, nd (4) the inclusion of measures whic h will r 
involve the active cooperation of women. 


ganization, and 


tions. 

rove the 
d reduce 
1iques to 
digenous 
each and 


Note.—This category also includes refugee resettlement and emergency 


feeding programs, i. e., Korea and Vietnam. The figures given on n 
do not include individual social-welfare technicians included in health 


ext page 
projects 


otal projects, 47; total costs, $18,632,739: number echnic 24',n rticiy t 17] 
Num- Nun 
Subfield’ ber of ber of Costs Sample projects and complishments 
pro coun 
ects tries 
Community develop- 33 24 | $5, 820, 659 India —Initiated October 1952, ICA has n 
ment | | tributed through fisea] vear 1957 $15,102,468 and 
Government of India $260,875,410 he tar 
| ble results include the re lamation of 895,000 
| scres of land, the irrigation of lditional 1! 
| | million acre » the establishment of 12,000 new 
chools, 30,000 adult-educatior ters and 
building of 28,000 mils f new 7 It } 
| | iffected the lives « 80,000,000 rural peopl 
} Cher € equally perhay ‘ nifie 
but less tangible Its in the development « 
| t r local den fovernment. The 
example of India } lated similar pre 
i n uch ¢ Pak Philip 
nes, a Phailand, whieh ICA issisting 
but these hay } “ tion | 
enough to yet how 1 Its of the me 
nagnitude 
Soc fare. 1 li, R y Pre { ' 4 1 Nene 
Vear If t cost $ & | ot tive 
pe glee eda sateen eee 
ince both to publie and private w grencies 
| ind to schools of soc vork with particular 
ference to tl roup work nd community 
nization techniqu 1 order t t Ind 
moectir ome of the many social probleme 
. I nh ft ler their nic mopment 
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m {Total projects, 47; total costs, $18,632,739; number of technicians, 124; number of 
1: participants, 47]—Continued 
li- —— — - — —_—_—_—_—__—_— ~ 

y | + 

as Num- Num- 
se Subfields ber of ber of Costs Sample projects and accomplishments 

1 proj- | coun- | 
Af ects tries 

“] Se ea a : ; Soe ~ a 
mn : : ; 

Social welfare—Con. | | Includes assistance in such activities as com- 

e- 


| 
| munity centers for new industrial worker, 
| 











m elimination of child beggars, providing shel- 
u- | tered employment for widows and assisting 
| voluntary agencies to make b. tter use of their 
1d | | resources Che largest part of the money, some 
Ip $275,000, is for a contract with the Council on 
d | | Social Work Education to assist in strengthen- 
| | ing 5 schools of social work in order that they 
id | may provile training more suited to the social 
“yr problems of Indi 
All other ‘ 4 2 | $1,800,000 | Korea.—Under this heading are projects designed 
| to meet social problems which do not fit into 
n- | any of the above 2 categories. An example is 
ve i Korea project in refugee resettlement in which 
| the United States has expended some $11,- 
a 000,000 and the Korean Government some 
id $25,000,000. This project has been concerned 
ic | with not only relief to refugees but the resettle- 
} | ment of the displaced families from north of the 
1s 38th parallel Ihe project includes assistance 
eS to enable widows to become self-supporting, the 
in | resettlement of farm families on new lands 
| | [he major resettlement problem has been 
to accomplished. Emphasis is now being placed 
1d / on assuring that the resettled families become 
| self-supporting and completely assimilated. 
| 





he - 

(*e 

to ICA projects in housing, fiscal year 1956 

‘d Objectives.—Inadequate housing is a major problem throughout the free world. 
Because of its importance to economic development and political stability, ICA 

a has responded to requests from other governments for technical cooperation in 

a their national housing programs. Realizing that shelter improvement programs 

a depend on the internal resources of host countries, ICA housing efforts are 
directed toward strengthening these resources. Housing activities may involve 
assistance in the following fields: housing legislation, organization of govern- 
ment housing agencies, development of mortgage finance techniques and institu- 
tions, improvement and adaptation of indigenous materials and skills to housing 
needs; the use of self-help to reduce costs and increase productivity, demon- 
stration projects, housing management, city and regional planning, and related 
activities. Since many of these fields are highly specialized, ICA supplies 1 or 
2 United States technicians in the host country whose experience, as required, 

n is supplemented by specialists drawn from government or private industry. 

nad 

se [Total projects, 31; total costs, $4,332,643; number of technicians, 39; number of participants, 30] 

} 

" Num- | Num- 

: Subfields ber of | ber of Costs Sample projects and accomplishments 

le proj- coun- 

ects trie 

Housing... | 25 21 | $2,579,529 | China (Taiwan Criteria for the processing of 





housing loans were developed and applied in 
making mortgage loans in the amount of NT 


(New Taiwan) $35,496,100 for fiscal year 1956. 

United States dollar costs amounted to $27,000 

ue for a technician’s salary and consultant’s 
services. This loan program aided in the con- 

struction of several thousand dwelling units, 

. Although housing loans were made for con- 
fe tractor-built homes, many of the industrial 
Les | workers involved substantially reduced their 
ae housing costs through aij led self-help tech- 


lin niques. 
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[Total projects, 31; total costs, $4,332,643: number of technicians, 39; number of 
participants, 30]—Continued 























Num- | Num- 
Subfields ber of ber of Costs Sample projects and accomplishments 
pro}- coun- 
ects tries 
Housing—Continued Chile A self-help program in which people build 
their own homes with technical guidance is now 
almost completed. Starting with 30 families 
in December 1955, the program expanded rap- 
idly and now approximately 700 families are 
living in or have almost completed their own 
homes with local materials and on land pro- 
vided by the Government of Chile. The pro 
gram is self-liquidating in that the cost of land 
ind materials is covered by mortgage loans 
payable by the homeowner over a period of 
years. ICA is providing technical guidances 
ind some tools and equipment which are not 
ivailab veally or every dollar that the 
[ t the Chilean Government 
pl ially significant is the fact 
tha families, originally Com- 
munist led and organized, is now enthusiasti- 
cally pro-United States of America because of 
the democratic experic of working together 
ind because they are now living in decent 
sanitary shelter. 
Aided self-help housing 2 2 $93, 266 DOTS.—Throughout the Windward and Le 
ward Islands, in Trinidad, and among the over 
is territories alor the Northern Coast of 
South America and in Central America, there 
i is a growing awaren of the desirability and 
ecessity for improved hou ry conditions. In 
iew of the retarded economic development in 
I t of these areas and the consequent im 
poverishment peoples, almost the only 
effective way hieving relatively decent 
living accommodations is through the process of 
1ided_ self eonstruction United State 
technicians, varying in number from 2 to 5, have 
made their skills and know-how available 
throughout the area and many projects, both 
small and large, have been undertaken under 
their guidance, One of the most impressive of 
these has been tl ctivities in British Hor 
ur vi Hu Hazel ravaged th 
cour nd w mor from Great Brita 
l United Stat tec ( lid ce nave 
combined to restore the da e and to provid 
r tT h S t W i } } t 
hurricane struck 
Supporting project ] 1 IS. 40K Israel In 1 than If rs, 1048 the popula 
he Y | t t OOO -] 000 
M1 } at I GOL to pro 
14 } y ner 
coat tan cee aleied eee 
t Pe I na ( 
t t ( ( ele 
} y } , +} ley ; 
} t. In tl iO 
( on ¢ ) 
”) te ' 
; Ive ( ( } 
) t ; 
( 4 W) ( ‘ 
Unit tate t 
( CFO] ) fT 
} : f 
All other hot g ; ; 148 
1 The hu ft money ret ts fy f ( { r | t tee} 
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ADMINISTRATIVE AND PROGRAM IMPROVEMENTS, INTERNATIONAL COOPERATION 
ADMINISTRATION, FISCAL YEAR 1956-57 


(Submitted to the House Foreign Affairs Committee June 26, 1957) 


The attached statement is a summary of the more significant actions which 
have been taken by ICA during the past 2 years to improve the administration 
and effectiveness of our foreign-aid programs. This listing of items provides at 
least a general indication of the complexity and scope of the executive problems 
involved in this program and our efforts to deal with these problems. 

It may not be inappropriate to note that the things we have done and tried to 
do have been undertaken in a climate of program urgencies, staffing deficiencies, 
limitations of administrative funds, and the difficulties of the annual authoriza- 
tion-appropriation cycle. That some real progress can be noted under these 
circumstances has been most encouraging. 

One further point worthy of mention is the agreement between many of our 
own plans and efforts to improve program administration and the findings and 
recommendations of several of the recent study groups. That we have recog- 
nized most of the major problems is a good sign; that we have scored some 
modest. successes in our efforts to correct or resolve them, within the limits of 
uvailable administrative resources, is a better one. 


I. PROGRAM PLANNING AND EMPHASIS 


Much greater emphasis has been placed during the past year upon improving 
the basic program processes, and upon the concentration of program resources 
upon projects and programing activities of direct and significant relationship to 
the achievement of basic United States policy objectives. Policies and proce- 
dures designed to eliminate all projects and activities of marginal significance 
have been put into effect. Greater emphasis has also been placed upon increasing 
loans and incentives to private investment. 

Some of the more significant action taken to effect tighter and better balanced 
programs are discussed under the following headings : 

\. Improvements in basic program processes. 

B. Program shifts to fewer, more significant projects. 

(. Project duration to be limited in future. 

lL). New limitation on United States contribution to projects. 

Ik. Emphasis to increase amount of loans in programs. 

I’. Programs directed at increasing private investment. 

G. Investment guaranty program to encourage United States private invest- 
ment emphasized in less-developed areas. 

A. Improvements in basic program processes 

As a basic programing improvement, the fiscal year 1958 program guidelines 
required, for the first time, that each country program be developed within the 
framework of long-range country plans and take into account availability of 
local currencies generated by Publie Law 480, title I, sales. Such availability 
would be expected to reduce potential future requirements for direct economic 
assistance 

In addition, a major staff project is now in process to develop overall pro 
cedural improvements in ICA’s program formulation and approval processes. 
Specific objectives of this comprehensive study are to: 

(¢) Standardize and simplify mission program submissions: 

(b) Reduce the number of separate program submissions, thus materially re- 
ducing the workload on both ICA/W and field staffs: 

(c) Advance the timing of the program approval process to enable missions 
to begin actual implementation of approved programs as soon after final con- 


evressional action as possible ; 

(¢@) Facilitate determinations as to the need for and the availability of tech- 
nicians required during the subsequent fiscal vear; and 

(e) Facilitate maximum country participation in the development of program 
submissions. 

The program approval process was also revised during the year to permit a 
more careful analysis of the status of funds previously made available for exist- 
ing projects. Through this device, ICA/W is now able to appraise more ac- 
curately the need for the allocation of additional funds to continuing projects. 

It is hoped by the introduction of the appropriate procedural changes to 
achieve substantially the goals indicated above. While these changes will ma- 
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terially speed up the programing process, the ideal solution to our “program cycle” 
problems would, of course, be the enactment of longer-term authorization and 
appropriation legislation pursuant to the request of the executive branch for 
fiscal year 1958. 

B. Program shifts to fewer, more significant projects 

A policy directive issued in July 1956 requires all country programs to con- 
centrate ICA resources on high priority, essential activities, and to eliminate ac- 
tivities of marginal benefit. As a result, marginal ICA projects are being elim- 
inated in order to increase emphasis on a limited number of significant activities 
in each country. 

Since this directive was issued, a measurable increased concentration of 
activities has occurred. For example, although the total value of project-type 
aid planned for 1958 is larger than for 1956, there are about one-third fewer 
projects. A similar trend has been apparent in the intervening 1957 program. 

This reduction in the number of projects has taken place almost entirely in 
the very small project group—those projects costing less than $20,000. In 1958 
these small projects will constitute only 12 percent of the total number of proj- 
ects as opposed to 47 percent in 1955. The median project value will increase 
from $24,000 in 1955 to $85,000 in 1958. These two measurements indicate a 
definite shift in ICA programs towards greater concentration on major projects. 
C. Project duration to be limited in future 

Many projects undertaken prior to the inception of ICA lacked precise goals 
and proposed termination dates. In recognition of this problem, a policy di- 
rective has been issued which provides that no project will qualify for ICA as- 
sistance in the absence of a specific planned goal and termination date. 

All projects, both continuing and newly proposed, are now reviewed during 
the program formulation process to assure conformity with the terms of this 
policy directive. 

D. New limitation on United States contributions to projects 

Under FOA and its predecessor agencies, funds allotted for project financing 
which proved to be in excess of the project’s requirements were usually made 
available to the cooperating country concerned for reprograming purposes. 

This policy was reversed by the Director of ICA in a policy decision taken in 
October 1955, made effective July 1, 1956. The Director felt that the obligation 
of the United States Government in such circumstances did not go beyond the 
carrying to completion of the original project. There was, therefore, no com- 
mitment, implied or otherwise, on the part of the United States to make any 
excess funds automatically reavailable to the country concerned. 

The new policy made it clear that future project negotiations with cooperating 
countries were not to be conducted in the context of a fixed dollar level of aid, 
but rather in the context of individual and specific project undertakings to be 
financed jointly by the countries and the United States, with excess United 
States funds, if any, to be retained by the United States. 

E. Emphasis to increase amount of loans in programs 

A greater emphasis has been placed on increasing the loan component of country 
programs during the last few years resulting in sharp increases in the annual 
amount of loan agreements. 

For the 7 years preceding 1955, the ICA and MSA programs averaged a 
combined annual loan figure of $235.5 million. This average was achieved when 
the total annual mutual security program was larger and when the major 
portion of funds was going to the more highly developed area of Europe. Despite 
program shifts in emphasis to the less developed areas of Asia and Africa and a 
general increase in the total program amount, loans of MSP funds totaled $209 
million in 1956 and are expected to total $346 million in 1957. (These figures 
do not include loans made under the military-assistance program.) 

In the proposed 1958 program, still greater emphasis on loans is clearly indi- 
cated in the administration’s proposal for a development loan fund. The establish- 
ment of such a fund symbolizes the transition from our past program of aid to a 
system of capital financing on a more businesslike basis. 


F. Programs directed at increasing private investment 


Increasing attention has been given during the last 2 years to furthering 
private investment by means of the mutual security program. The ultimate 
alternative to foreign aid is the development of healthy privately owned in- 
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dustries abroad and increased overseas investment by American industries. 
New ways are being sought to use ICA programs to assist in increasing private 
investment abroad. In fiscal year 1956, for example, in a commodity import 
program of $913 million, ICA financed the foreign exchange cost of well cver 
$100 million worth of capital goods utilized in maintenance and expansion of 
private enterprise facilities in various cooperating countries. Industrial pro- 
ductivity centers have been set up in many countries including India, Chile, and 
Japan. Local development banks and loan funds have been established and 
financed in the Philippines, Taiwan, Turkey, India, and Italy, and banks are in 
various stages of consideration in Pakistan, Thailand, and Israel. 

ICA has been successful in arranging for an increasing proportion of the local 
currency resources under ICA’s control, from Public Law 480 and other sources, 
to go into the private enterprise field. Under Public Law 480, for example, ICA, 
in cooperation with the other administering agencies, has applied this policy to 
23 loans to 17 countries. Out of the total $1,146 million reserved for loans from 
Public Law 480 sales proceeds these countries have already loaned or agreed to 
loan to private enterprise $207 million from loans amounting to $834 million 
an average of 25 percent of those loans where this agreement was secured. 

On still another front, we have financed a number of technical cooperation 
projects specifically aimed at assisting cooperating countries to improve their 
laws governing local and foreign investment. Lebanon, India, Pakistan, Korea, 
the Philippines, and Laos have asked for and received assistance in this area. 

One indication of the increased emphasis which ICA is placing on private 
enterprise is that some 36 percent of the people brought to the United States 
last year for training under ICA auspices were employees or officials of private 
firms and organizations. A majority of the remainder were government em- 
ployees whose primary function was to provide direct services to private industry 
and agriculture. 

G. Guaranties extend United States private investment in underdeveloped areas 

ICA's efforts to attract United States private development capital into under- 
developed areas have proven increasingly successful in the last 2 years and have 
helped to reduce the need for tax-supported foreign aid. 

For some years the agency has been able to insure prospective investors 
against loss due to expropriation and inability to convert foreign currencies; 
recently authority to insure against losses caused by war has also been added. 
However, until very recently most American firms were primarily interested in 
investment in the more advanced countries; relatively few understood the op- 
portunity posed by the underdeveloped areas where the need for investment 
capital is greater. 

Overcoming this preference for investment in the more developed countries 
has been a difficult task of education and publie relations not only in describing 
and publicizing the program to prospective United States investors, but in con- 
vincing foreign governments that the establishment of reasonable investment 
conditions is in their own interest. 

The success of this program to encourage private investment in developed 
areas is indicated by the fact that between January 1, 1956, and May 31, 1957, 
the volume of guaranties issued in such countries increased by 167 percent, 
from $8 million to $22 million. During the same period the increase in guaran- 
ties issued in developed areas was 42 percent, from $86 million to $121 mil- 
lion. 

Some measure of results of the effort to persuade less developed countries of 
their need for private foreign investment is shown by the following statistics: 
Since December of 1955, 6 new country agreements have been signed which will 
permit ICA to offer 1 or more of the authorized investment guaranties. Five 
of these have been with less developed countries; only one was with a developed 
country. 

II. PERSONNEL 


ICA has consistently recognized chronic personnel recruitment and retention 
difficulties as among its major management problems. Some of the major prob- 
lems underlying these difficulties can be attributed to: (a) The temporary nature 
of the program in the public eye, (b) the program requirements for technical 
manpower versus the available supply, and (c) the inability of ICA to pay 
technical specialists under nomal procedures at rates comparable to private in- 
dustry. ICA has taken several major steps in order to minimize these dif- 
ficulties. 
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ICA is building into the program development process new procedures which 
will facilitate determinations as to the need for, and availability of, technicians 
required during the subsequent fiscal year. 

A new simplified personnel system is being installed which will materially fa 
cilitate recruitment and makes provision for continuity of service, thus en 
couraging personnel to remain with the program. 

\ discussion of the new personnel system and the improved training program 
follows. 


4. New ICA personnel system 

The personnel system used to date has been a combination of the regular civil 
service system for Washington personnel plus modifications of the foreign sery 
ice system used by the Department of State for overseas personnel. These 
systems were devised by predecessor agencies and have not met the real needs of 
the ICA programs. 

The difficulties encounterd in obtaining and retaining qualified personnel will 
ing to work overseas has continued to hamper the execution of mutual security 
programs. For instance, although recruitments exceeded separations by 250 
during the calendar year 1956, about 460 unfilled positions remained at the end 
of the year, approximately the same as at the close of 1955. These difficulties 
have been recognized in a number of the recent studies of the mutual security 
program. 

To minimize these difficulties, ICA has developed and is in the process of 
introducing a comprehensive series of new personnel policies and procedures, 
These include a planned rotation of personnel between the field and Washing 
ton, a new personnel rank system based on the training, experience, and other 
personal qualifications of the employee, a new promotion policy based on the 
qualifications and demonstrated capacities of personnel, an assignment board, 
a promotion board, rating panels, a strengthened system of training and develop 
ment for overseas personnel, special recruitment of junior and intermediate 
personnel, and intensive training programs for junior personnel 

Through these various policies and mechanisms, ICA anticipates that recruit- 
ment will be materially accelerated, that personnel turnover will be significantly 
reduced, continuity of essential overseas operations will be assured, and more 
effective program planning and execution will result. These improvements will 
in the long run produce economies for the United States in terms of tighter 
programs and more rapid furtherance of United States foreign policy objectives. 
B. Improved training for neir employees 

ICA employs many experts recruited directly from private industry or univer 
sities. It is essential to provide proper orientation training for these experts 
in the fields of ICA organization, administrative policies and actual operating 

! 





procedures and techniques. The need for such training is accentuated by the 
fact that many of these employees serve only a single tour abroad 

To meet this problem, the ICA orientation program has been revised and 
adapted to the current needs of the program with its changed emphasis on the 
newly developing countries. This preliminary training has been lengthened by 


more than 50 percent. 

Greater attention is being given to indoctrination of new employees in terms 
of the specific problems and conditions which they will face in their individual 
overseas assignments. Case problems and other recognized training devices 
are now being used to make meaningful to new staff members the types of 


problenis they will encounter in the field Ever) effort is being made to keep 


this training realistic and practical rraining seminars in program and project 
planning have been introduced, and a formal method of “debriefing” employees 
upon the completion of their duty tours has been built into the agency's general 


orientation to avoid the loss of valuable experience abroad 
Ill. IMPROVED FISCAL OPERATIONS 


Since 1955 ICA has achieved greater control of its fiscal operations through 
improvement of methods, by augmenting its fiscal staff (particularly field audi 
tors) and by raising the caliber and organizational status of its field controllers. 
It has recently accelerated its planned program to bring about additional im- 
provements in fiscal operations, by establishing 19 major fiscal improvement 
projects on which intensive effort is being devoted. 

In terms of improvements already in effect, ICA has decentralized its account- 
ing and auditing operations to the maximum extent to its field missions, and 
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augmented the fiscal staff to conduct more frequent and detailed audits of ex- 
penditures, to check the arrival and utilization of commodities, and the usage 
of counterpart and local currency funds. Detailed procedures and standards 
for such field audit work have been developed and issued, and are being con- 
tinuously refined and improved. ICA missions have been encouraged to self- 
audit their activities at all levels, to improve their practices and save staff 
costs. Detailed and uniform accounting and reporting systems have been 
developed for the field, and a small staff of internal auditors make periodic 
checkups of field missions to assure adherence to the uniform fiscal, as well as 
other management procedures and instructions. 

Better management reports of fiscal operations, expenditures and obligations, 
are now available sooner, in order to facilitate Management decisions on the 
direction and progress of the program worldwide and by specific countries and 
annual appropriation titles. This reporting system now details the financing of 
all projects on a quarterly basis and shows the prior year as well as the current 
source of financing for the elements of the project, i. e., technicians, equipment 
and commodities, contract services, foreign nationals being trained, ete. 

Special procedures have been developed and installed to control and report 
the use of foreign currencies generated by the sales of surplus agricultural com- 
modities under the program. Strict control has been instituted to assure com- 
pliance with section 1311 of the Supplemental Appropriation Act of 1955, the 
statute defining a legal fiscal obligation so that the agency can certify its obli 
gations as being made in the manner required by law. 

The detailed report on ICA’s planned program for improvement in financial 
management as of December 31, 1956, as submitted to the Bureau of the Budget 
is recorded on pages SO1-823 of the hearings before the Committee on Foreign 
Relations, United States Senate, Ist Session, on Mutual Security Program for 
Fiscal year 1958. 

IV. MANAGEMENT TECHNIQUES 


Any program of the scope and character of the mutual security program is 
beset with many and unexpected management problems. Devices for policy de- 
termination, implementation, control, evaluation, and coordination must not 
only be responsive to the current needs of ICA’s various programs but must also 
be sufficiently flexible to adapt readily to unpredictable situations and emer- 
gencies such as the recent Hungarian revolt and the Middle East crisis. In 
recognition of these factors, ICA has conducted continuing management improve- 
ment studies since its inception. 

Some of ICA’s most significant management improvements have been: 


A. New method of announcing policy decisions. 

I. Carefully planned field conferences, 

C. Improved program control and evaluation, 

D. Better management reporting. 

EK. Coordinated reports control system. 

I. Improved coordination of programs for strengthening law enforcement 
agencies of friendly nations. 

These developments are discussed in the following paragraphs. 

A. New method of announcing policy decisions 

To assure that significant program and operational policies are communicated 
quickly and effectively to all staff concerned, a new mechanism for the develop- 
ment, approval and transmission of policy statements was created. Major policy 
decisions are now announced to the staff at both Washington and field levels 
through the medium of formal policy directives. These distinctive documents 
are given wide distribution to assure that basic ICA policy is made known to the 
key operating officials of the agency both here and abroad. They are then fo!- 
lowed up, as necessary, with procedural orders which indicate the methods by 
Which the directives are to be made effective. 

Among the subjects treated by policy directives have been the following: Staff 
rotation designed to assure a greater interchange of personnel between ICA/W 
and its overseas missions; program concentration designed to eliminate projects 
and activities of only marginal significance; technical review of projects by 
ICA/W designed to permit missions to proceed with implementation of approved 
programs with the minimum practicable degree of subsequent review by ICA/W. 
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B. Carefully planned field conferences (to improve program direction and control) 

In the past 2 years, ICA has made more effective and regular use of the regional 
conference as a mechanism for improving program direction and control. These 
conferences have been characterized by carefully prepared agenda and a com- 
prehensive preliminary briefing of all conferees on major country and regional 
problems. Asa result, the Director and his top staff have been able to keep their 
fingers on the pulse of ICA program activities, to make on-the-spot appraisals of 
the direction and effectiveness of country programs, and to take speedy remedial 
action on specific problems. With such careful planning, it has been possible to 
hold such meetings regularly and to include the field management staff concerned, 
without lengthening the meetings unduly or having a large Washington contin- 
gent present at each one. 

The Director has personally visited 31 countries since asuming office in July 
of 1955, to assure closer coordination between ICA headquarters and its field 
missions. For example, in his trip to certain Far East countries in the fall of 
1955, the Director determined that many complex operational problems were 
inhibiting programs, particularly in Cambodia and Laos. The Director im- 
mediately assigned top priority to action documents from these two countries, 
and granted exceptional procurement authority and flexibility to both missions. 
These executive actions served to speed up operations in both countries. 

C. Improved program control and evaluation 

ICA has achieved greatly improved control of its performance and ope rating 
effectiveness since it instituted a planned program, with specialized staff, to con- 
duct systematic and objective appraisals of its worldwide operations to deter- 
mine whether the right approach is being used in each country, and whether its 
staff is doing an effective job 

Prior to mid-1955 the agency had no organized evaluation program although it 
had conducted at least 11 short-term appraisals of its program, or particular 
operations in specific countries and had investigated various situations dis 
closed by other agencies such as the General Accounting Office and congressional 
committees. This piecemeal approach was recognized however, as being inade 
quate for sound management of a program of this magnitude. As a result, it 
wa decided to give the program evaluation and control greater and more 
spe ialized attention by placing the direction of this activity on a higher organi 
zational level. 

In January 1956 a special evaluation staff was established under an assistant 
to the director. It is comprised of high-level State Department officers and 
former ICA mission directors. who are organized into teams to study individual 
country programs and field operations. They make independent and objective 
‘appraisals and report their findings to the Director. When their reports are 
filed, an intensive examination is conducted at the headquarters to appraise their 
findings, and institute the changes shown to be necessary. These appraisals are 
not superficial inspections, nor are they purely fiscal audits (fiscal audits are part 


of the continuing program for financial improvement and control). Rather, the 
evaluation teams examine the totality of ICA’s efforts in the countries—what 
are we trying to do: is it the best thing to do at the time; how well are we doing 
it: and are we using the right people, methods, amounts of money; and are we 


really achieving United States objectives? To date such evaluations have heen 
conducted in eight countries under this new program, and though basic improve- 


ments will take time, some salutary benefits have already been noted. 


D. Better management reporting 

In 1955 a new monthly management report, specifically designed to facilitate 
program appraisal and control by ICA top staff, was introduced Up-to-date 
operating information, indicating trends, time comparisons, and program achieve 
ments, is essential to the management of a program as diverse in character and 
as geozraphically widespread as that of ICA, 

The management report highlights significant trends in the agency’s program 
operations, including, for example, the status of programs, obligation and 
expenditure trends, personnel trends, and similar data essential to top manage- 
ment. This report allows the Director and his top staff to review the most 
important program indicators on a current basis and to initiate corrective action 
wherever programs and functions appear to be lagging. 

FE. Coordinated reports control system 


A new reports control system is being developed by ICA which will provide 
more meaningful, regularized reports in a more efficient manner. 
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ICA has over 60 missions and country representations in various parts of 
the world through which its several complex programs are administered. 
Certain regular reports are required of these missions. These reports were 
developed as the needs arose and inevitably there was some overlapping, but 
more important still, there was no positive identification of what management 
really needed to know from the missions for effective administration. This 
resulted in a constant stream of special reports, the preparation of which con- 
sumed considerable staff time in the missions, 

Under the new reporting system an attempt is being mode to plan ahead to 
secure management information on an orderly, regularized basis and thus avoid 
much duplication and “crash action” special reports. 

The first phase of this project is now complete. A point of control for all 
ICA reporting has been established. Henceforth when any ICA office proposes 
to require missions to develop a special report, it will have to fully justify the 
proposal and show why available regular reports cannot serve the need. Grad- 
ually regular reports will be revised to eliminate overlapping and expanded 
where necessary to include essential management information on a timely basis, 

It is expected that this new system will contribute to significant savings in 
staff time in the missions. 


F. Improved coordination of programs for strengthening law 


enforcement 
agencies of friendly nations 


The development of an adequate mechanism for the conduct and coordination 
of programs for giving technical assistance to the law enforcement agencies of 
friendly countries has eliminated previous difficulties in this critical area. In 
the conduct of these programs, which require the participation of a number of 
United States agencies, it became apparent that lack of interagency coordina- 
tion had led to various difficulties which impeded the program. As coordinator 
of the mutual security program, the Director of ICA was charged in December 
1955 with the coordinating responsibility for the supervision of this program. 

In order to meet this responsibility, the Director established a small coordinat- 
ing staff, presently numbering three professionally qualified persons to assist in 
coordinating interagency participation. This Division deals with problems of 
police equipment, supplies, and related activities in countries which have re- 
quested such assistance from the United States. 

The difficulties formerly experienced in coordinating these activities have now 
been eliminated, and the participating United State 
gether smoothly and productively on this program, 
tivity may be furnished under security classification. 


agencies are working to- 
irther details on this ae- 


VY. IMPROVED ORGANIZATION AND MANPOWER UTILIZATION THROUGH BETTER CONTROL 
A continuing problem of ICA has been that of continuously interpreting pro- 

gram changes in terms of organizational and staffing requirements. A number 

of actions have been taken during the past year to make this interpretation 

more timely and effective. Some of the more significant actions are represented 

by the following discussions: 

(a) Improved manpower utilization ; 

(b) Advanced planning of manpower requirements as a part of program 

‘velopment ; 

(Cc) 


d 


Standard USOM organization patterns achieve savings in staff: 
(d) Closing ICA country missions in Europe; 
(e) Centralization of contracting functions; 
(f) Streamlining of statistics and reports function; 
(g) Meeting requirements for engineering talent ; 
(kh) Improvements in organization and procedures applicable to training 
foreign nationals; 
(i) Transfer of ICA refugee program. 
1. Improved manpower utilization 

Supervisory and control staffs in ICA have decreased while field technical 
staffs have increased. 

The control of organization and staffing within ICA and its predecessor agen- 
cies have been a matter of continuing top-level concern. In addition to the 
financial controls imposed by congressional appropriations and Bureau of the 
Budget review and apportionments, the agency maintains a small staff charged 
with the specific responsibility for continuously interpreting program changes 
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in terms of organizational, staffing and procedural requirements. The central 
control over employment has assured effective use of the agency’s available man- 
power resources. 

The attached chart shows that since January 1953 there has been a dramatic 
reduction in the number of United States nationals in administrative positions 
as against an equally dramatic increase in technical personnel who are charged 
with the responsibility of actually carrying out the technical programs and 
projects. Only by consistent and careful control of manpower utilization 
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throughout the entire agency have we been able to increase our technical staff 
(public health technicians, engineers, practical agriculturalists, ete.) throughout 
the world while simultaneously reducing overhead or administrative staff re 
quired to support these technicians. These results have been achieved against 
a backdrop of considerable increase in ICA’s program requirements. The crea- 
tion of new nations such as Laos, Cambodia, and Ghana, the extension of aid 
to new countries such as Ceylon, or the reactivation of the aid program in Indo 
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nesia, political changes in Guatemala, famine and flood in Bolivia, Pakistan, 
and elsewhere—all these are factors which make consistently effective utiliza- 
tion of manpower extremely difficult. 


B. Advanced planning of manpower requirements as part of program development 

ICA is now doing advanced planning of manpower requirements based on 
program forecasts. 

The Washington headquarters has developed comprehensive listings of posi- 
tions, both administrative and technical, required for its programs for future 
year activities. The positions are accorded an index of priority based on pro- 
gram priorities to indicate the relative significance of filling them. Titles and 
job descriptions are standardized to allow for interchangeability among mis 
sions. The technique of organizational classification has been employed to 
allocate positions expeditiously. 

These listings have been submitted to overseas missions for review and com- 
ment. Following receipt of mission comments, headquarters and field views 
will be reconciled and the staffing patterns will be turned over to the Office of 
Personnel for immediate recruitment action. As the programs change, the 
staffing patterns will be amended to reflect new program requirements and 
priorities. 

C. Standard USOM organization patterns achieve savings in staff 

ICA has attained additional effectiveness and economies in its overseas opera 
tions by achieving more consistency in the organization of its operations 
missions. 

Using experience gained during earlier stages of its operations, ICA has evolved 
general standards for effective mission organizations which are now applied to 
new missions at the outset, e. g., Ceylon, Morocco, Tunisia. During the past 
2 years, a number of established missions, particularly in the Near East, south 
Asia, and Africa, have been reorganized in accordance with the new standards. 

Standardization of organization to the extent it meets individual country pro- 
gram requirements and administrative costs facilitates interchange of personnel 
among missions and allows for easier development and use of uniform adminis- 
trative and program procedures, 


D. Closing ICA country missions in Europe 


All ICA missions in Europe have been closed (mission in the United King- 
dom will close June 30) except in Spain and Yugoslavia, where active programs 
require continued operation of United States missions. 

Shortly after assuming office in 1955, the new Director of ICA recognized that 
the agency’s European responsibilities were decreasing and directed that these 
missions be closed as quickly as possible. Accordingly, progressive action was 
taken to close the missions in Austria, Belgium, Denmark, France, Germany, 
Italy, The Netherlands, Portugal, and Norway The residual responsibilities of 
ICA in these countries were turned over to the respective American Embassies. 
The savings in personnel and administrative costs were applied against increased 
requirements in other areas, particularly Africa and the Near East. 

ICA continues to maintain representation and economic liaison with the spe- 
cialized European economic and regional organizations through a staff stationed 
in the United States regional office in Paris. In addition, ICA established an 
area controller, also stationed in the Paris office, to assure adequate coverage 
of the agency’s residual fiscal responsibilities, including accounting, fiscal report- 
ing, and field audit or end-use checking of the program operations in the countries 
where missions were closed. 


E. Centralization of contracting functions 


In line with a policy of greater emphasis on utilization of private contractors 
in the ICA programs, an Office of Contract Relations was established in March 
1956 to centralize in one office all of the agency’s contracting functions. 

Previously this activity had been dispersed throughout the agency, making it 
difficult to maintain consistent policies and to conclude contracts expeditiously. 
This single office is now the focal point of authority and responsibility on con- 
tractual arrangements and has the responsibility of executing or approving all 
actions in the contracting process. 

It is expected that this new arrangement will facilitate and expedite the proc- 
essing of contracts; that it will make it easier to standardize contract terms and 
provisions and generally result in simplified and more efficient contracting proce- 
dures both in Washington and the field. 


92522—57—pt. 5——2: 
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F. Streamlining statistics and reports function 

The Office of Research, Statistics, and Reports was reorganized by ICA in the 
fall of 1955 and its functions realined, resulting in the elimination of 21 positions. 

The research functions formerly in this Office were combined with its economic 
and fiscal functions. The evaluation staff which formerly had been attached to 
this Office was eliminated. (Later a smaller high-level staff was created in the 
Office of the Director to evaluate ICA programs. ) 

As a result of this reorganization, ICA has been able to meet its requirements 
for basic statistical data, as well as is major research and evaluation responsi- 
bilities, with a considerably smaller staff. 

G. Meeting requirements for engineering talent 

In January 1956 ICA established an Engineering Division to bring special- 
ized talent to bear on activities involving the construction of physical plants and 
facilities. 

ICA and its predecessors have contributed significant sums toward the con 
struction of critically needed plants and facilities overseas (e. g., highways, ports, 
hydroelectric plants, paper mills, communications systems, etc.). A special 
survey by an engineering consultant (Scharti-Leerburger) and an agency survey 
concluded that more engineering talent—concentrated in one place in the 
agency—was needed to place emphasis on (1) analyzing the feasibility of capital 
projects before they are approved, and (2) inspecting their progress after they 
are begun. 

The Engineering Division, headed by a chief engineer, with staff of 15 engi- 
neers and secretaries, closely parallels the organization recommended in the 
Scharff-Leerburger report. This Division now scrutinizes some 230 large-scale 
industrial projects all over the world, which last year involved about $552,560,000 
in dollar aid and $1,653 billion in total costs. New undertakings are given a 
thorough engineering evaluation before ICA approves them and a standard 
system of reporting on the progress of these projects has been instituted. The 
completion ot projects has been speeded up considerably by having experienced 
engineers on hand to help iron out technical snags. 

However, ICA cannot afford to maintain a full-time staff of highly specialized 


engineers in every field of industrial endeavor It must therefore utilize the 


talents of other Government agencies, and where necessary, the services o 
professional consultants. 

It is difficult to obtain needed engineering consultants on a temporary basis 
This is due partly to consultants’ reluctance to enter into a short-term contract 
with the United States Government, and partly to the fact that the top fees ICA 
can regularly pay are often less than the going professional rat 

In order to augment its limited staff, ICA entered into a contract with the 
Tudor Engineering Co., of San Francisco, to provide such specialized servi 
might be required in the engineering review and inspection of construction 


projects. 


Since A] ril 1956, the Tudor Engineering Co. has been given S7 jobs to acco 
plish for ICA. Specialists in such fields as nitrogen fixation, coke utilization, 
railroad pier connections, and ammonium sulfate processing have been obtained 


quickly and easily for emergency jobs in the field. Significant surveys have been 
conducted for ICA by Tudor, such as power projects in Taiwan, the Helmand 
Valley, and power projects in Korea Tudor’s permanent staff of eight engineers 
in Washington, D. C., have been able to provide emergency service on numerous 


day-to-day technical problems. 


H. Improvements in organization and procedures applicable to training foreign 
nationals 

Within the past year and a half, ICA has reviewed and reorganized its entire 
mechanism for the technical training of foreign nationals. Prior to this review, 
responsibility for the function was dispersed among a number of offices with 
little uniformity in the methods employed in carrying out the desired training. 

As a result of this study, changes are now being made in the organization of 
3 of the 4 offices concerned; the responsibilities of the offices have been more 
clearly defined ; and the office which is concerned with training procedures and 
needs and with those training functions which can be handled most efficiently 
on a centralized basis has been strengthened. Workload standards have been 
developed and are being applied to the personnel needs of all ICA offices con 
cerned with training, and to other agencies assisting ICA with the training 
program. 
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These changes have eliminated confusion as to responsibility, have simplified 
the processing of training requests, and have permitted ICA to handle an 
estimated 16 percent more foreign nations with practically no increase in staff. 
These workload standards are being applied, to the extent appropriate, to the 
budgets of agencies working with ICA in this operation, and will probably result 
in additional savings. 

I, Transfer of ICA refugee programs 

Karly in 1956 the refugee and migration programs which had been administered 
by ICA as part of its foreign economic activities were transferred to the Depart- 
ment of State. 

A comprehensive survey was made of the most effective organizational arrange- 
ment for this function and it was decided to abolish 1 of the 3 major units in 
the ICA Refugee Office, to transfer a majority of the activities and field staff to 
the Bureau of Security and Counselor Affairs in the Department of State, and 
to transfer the residual functions to the Office of the Deputy Director for Techni- 
eal Services in ICA, This transfer resulted in the abolition of a number of 
positions and separation from the foreign aid program of marginal activities. 


VI. MEETING EMERGENCIES AND OTHER NEW SITUATIONS 


During this past year, ICA has profited from its experience in meeting a number 
of diverse emergency and other new situations. As a result the agency is in a 
better posture to meet new situations as they may arise in the future. Cited 
below are the major situations which have been met with dispatch this year: 

A. Establishment of new missions in Morocco and Tunisia ; 


B. ICA participation in Hungarian refugee relief; 

C. ICA procedures adapted to the Baghdad Pact program; 

ID. Evacuation of ICA personnel from the Middle East; 

E. Quick response to Ghana’s request for technical assistance. 


A. Speedy establishment of new missions in Morocco and Tunisia 

ICA established two new missions in Morocco and Tunisia immediately fol- 
lowing negotiation of aid agreements with those countries in January. 

Subsequent to the French political withdrawal and assumption of sovereignty 
by Morocco and Tunisia requests were submitted to the United States for eco- 
nomic and technical assistance. ICA immediately sent a survey mission to 
Morocco and Tunisia to examine economic conditions and start bilateral nego- 
tiutions. This special survey mission was headed by the Chief of the ICA 
African Division and consisted of economic and technical specialists. 

Upon completion of the survey bilateral agreements were negotiated with the 


Moroccan and Tunisian Governments. ICA moved rapidly to fulfill its commit- 
ments under these agreements. Operations missions were organized in Rabat 
and Tunis, and small staffs were dispatched to these posts to implement the 


program within a month after the aid agreements were concluded. The ICA 
staffs in Morocco and Tunisia consist of veteran employees who were transferred 
from missions in Europe, the Far East, the Near East, and from the Washington 
headquarters. Much of the equipment required by the new missions was obtained 
from European missions which had closed. 

By moving rapidly in starting the Moroecan and Tunisian programs, ICA was 
able to demonstrate the United States Government's serious interest in support- 
ing the independence of these two friendly and strategic countries. 


mp 
f) 


Participation in Hungarian refugee relief 
The ICA staff in Austria conducted a large part of the United States relief 
program for Hungarian refugees during the winter of 1956-57. 

Although the ICA mission in Austria was terminated last June (1956) a small 
staff of ICA employees were retained to close out remaining responsibilities re- 
sulting from ICA programs. When the Hungarian revolution occurred and a 
tremendous influx of refugees crossed the border into Austria, the United States 
immediately offered relief assistance. This small staff in Vienna by working long 
hours was able to administer a large part of the relief operation, including the 
distribution of food and medical supplies and the maintenance of liaison with 
voluntary agencies also engaged in the relief work. 

The entire ICA staff in Austria received the Meritorious Service Award for 
their work on the Hungarian relief program. 
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C. ICA procedures adapted to Baghdad Pact program 
During his Middle East visit, Ambassador Richards earmarked $12.6 million 
for regional projects to benefit the Baghdad Pact countries. 


The followup on the advantages derived from active United States support of 


the Baghdad Pact it was necessary for ICA to design new methods and tech 
niques for carrying out these regional activities. Advance planning was accom 


plished in Washington and project agreements obligating the funds for these 


projects were signed at the meeting of the Baghdad Pact Economic Committee in 
Karachi in May. Thus, United States support for the Baghdad Pact as a con 
structive element in the Middle Kast scene was quickly demonstrated. 

Now planning is continuing in ICA to develop techniques for use in adminis 
tering future regional undertakings within the Baghdad Pact framework. 





D. Evacuation of ICA personnel from the Middle East 


Following the outbreak of hostilities in Egypt last fall, all United States Gov 


ernment personnel and their dependents (except for a skeleton standby force) 
were evacuated from Israel, Jordan, and Egypt During the first weeks follow 
ing evacuation, ICA personnel from the evacuated missions were assigned tem 
porarily to missions in the Middle East, Africa, Europe, and South Asia, whe 
ever their skills could be used to advantage. The evacuation of three mis 


sions placed a strain on the ICA organization and particularly the personnel 
involved, many of whom had left their homes on 12 hours’ notice 

Political conditions did not allow the early resumption of ICA operations in 
the three evacuated countries. Therefore, many of the evacuated personnel were 
permanently assigned to missions elsewhere in the world. When operatior 
were resumed in Israel and Jordan last spring, available evacuated personne! 
and some new employees were sent to those posts to resume the programs 
rapidly as possible. This entire operation was carried out successfully and 
minimum of time was lost in reassigning evacuated pesronnel and using the 
productively. 
BE. Quick response to Ghana's request for technical assistance 

An ICA liaison officer will take up residence in Accra, Ghana, by the end of 
June. He will be the first element of an ICA mission in that new country 

A modest technical assistance program for the Gold Coast had previously been 
administered under the auspices of the British Colonial Office. When Ghann 
became independent an enlarged United States technical assistance program was 
requested by the new government. 

Negotiation with Ghanian authorities has resulted in the signing of a general 
bilateral agreement. Detailed plans for the program will be developed during 
the next fiscal year. 


VII. PROGRAM METHODS AND PROCEDURES 


ICA introduced numerous procedural changes implementing a special study 
concluded in the summer of 1956 covering the basic processes employed in the 
development and implementation of projects. These changes not only have 
resulted in significant simplification and acceleration of these processes, but in 
addition have conveyed a greater degree of operating authority and respon- 
sibility to ICA missions in the field. 

The agency also has continued to improve its procedures for the procurement 
of commodities required for its programs. 

Another significant improvement is evidenced by the new records and reports 
system which has been installed to improve the control and administration of 
the training program for foreign nationals. 

The most important of the methods and procedures studies are: 

A. Review and revision of program implementation procedures ; 

B. Simplified procedures for using foreign currencies ; 

C. New model university contract ; 

D. Uniform procurement policy; 

E. Program shifts to non-United States Government purchasing; 

FE. Purchasing methods improved; 

G. Use of United States surplus and excess equipment cuts program 
costs; and 

H. Improved training program records, reports, and evaluation. 


A. Review and revision of program implementation procedures 


Under FOA, a comprehensive new system was introduced fer the uniform 
documentation, review, approval, and execution of projects. This was in sub- 
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stitution of at least three different systems of FOA predecessor agencies. Initial 
operations under the new procedures indicated that certain processes required 
further simplification and streamlining. 

Consequently, in 1956, the Director of ICA directed that a comprehensive 
review of the entire system be undertaken, as the result of which 19 specific 
procedural improvements have been introduced. 

The study disclosed that the existing procedures in some instances required 
excessive headquarters review of field decisions, costly document handling and 
processing, and excessive country and mission execution of documents. The 
changes adopted granted considerable additional authority to missions to imple- 
nent programs without headquarters review and increased flexibility on project 
documents to reduce the number of amendments requiring headquarters approval. 
Missions were granted authority to send purchase orders directly to the General 
Services Administration thus speeding project procurement. 

A needless review of documents by the headquarters office to determine whether 
the field has completed them correctly was eliminated by having field offices 
certify that they had been correctly prepared. Routing of documents was 
changed and distribution on numbers of copies greatly reduced to prevent waste 
of time spent in reviewing and filing nonaction documents. The policy of ap- 
proving continuing activities without detailed headquarters review was 
strengthened. 

B. Simplified procedures developed for using fore ign currency 

ICA has established simplified procedures for the programing and utilization 
during fiscal year 1958 of United States-owned foreign currencies accruing from 
overseas sales of agricultural surpluses under both the mutual security program 
and under Public Law 480. These local currency procedures feature a simplified 
version of our standard project form; working fund techniques of payment; and 
vreatly simplified documentation and fiscal reporting requirements. 

Under these new procedures, United States-owned foreign currencies are 
authorized by ICA for use by the countries for purposes of economic develop- 
ment, including loans to private enterpreneurs and the stimulation of trade. 
ICA places maximum reliance upon the cooperating countries for maintenance 
of detailed supporting records and documentation by the countries using these 
currencies rather than by ICA. ICA retains, however, essential control records, 
the right of complete inspection and audit at all times and the right to secure 
refunds In addition, whenever possible, the responsibility for reporting in 
prescribed format and frequency will be placed upon the cooperating Countries, 
thus further minimizing the administrative demands upon USOM and ICA/W 
staffs 
(". New model university contract 

\ new model contract has been developed by ICA in order to increase the 
effectiveness of its university contract program for furnishing technical as- 
sistance to cooperating countries. The new model contract is meeting enthusi- 
astic, early response from the representatives of the universities. The model is the 
outgrowth of ICA operating experience during the past few years coupled with 
the recommendations of the universities and colleges participating in the 
progeran 

The model contract places increased reliance on the technical and managerial 
abilities of these institutions while providing for more flexible policy direction 
by ICA It is expected that the application of the new model to all current 
and prospective contracts will significantly increase the effectiveness of the 
university contract program, involving 57 universities in 43 countries, approxi- 
inating some $50 million annually. The expenditures of the United States for 
its share of these beneficial cooperative programs have, over the years, been 
more than matched by Cooperating government contributions, an impressive testi- 
Inony to their real usefulness. 


D. Uniform procurement policy established 


Prior to July 1, 1955, ICA made a number of exceptions to its basic worldwide 
lowest-landed-cost-basis procurement policy. Although these exceptions bene- 
fitted particular American industries, they resulted in greater costs to the 
mutual security program, often delayed ICA financed procurement, and re- 
quired considerable administrative work. Many American businessmen who 
were generally satisfied with a policy of lowest cost to the United States tax- 
payer insisted on exceptions for their products when they learned that others 
had been so favored. 
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In the interests of saving tax dollars and assuring fair and equal treatment to 
all businessmen, ICA promulgated a new policy under which all ICA financed 
procurement (except for surplus agricultural commodities) is on a lowest-landed- 
cost-basis without exception. This has eliminated most of the problems created 
by the earlier exception policy and has assured more efficient use of program 
dollars for their appropriated purposes. 

E. Program shifts to non-United States Government purchasing 

Attempts to increase the procurement of program commodities through non 
United States Government channels met with gratifying success in the last 2 
years. As is generally known, ICA/W does not normally purchase any program 
commodities itself, but instead, finances such purchasing whether done by United 
States Government agencies or by foreign governments and commercial channels. 
A basic goal of the foreign-aid program has been to get cooperating countries 
to assume more of the responsibility for procurement and to direct such procure- 
ment into private commercial channels. ICA’s success in the industrial procure- 
ment field has been most encouraging. Annual purchases of industrial commod- 
ities total around $700 million dollars. In fiscal year 1955, 60 percent of indus- 
trial purchases were made by other than United States Government agencies 
In fiscal year 1956 this percentage was increased to 82 percent. Nine-month 
figures for fiscal year 1958 indicate that the 1956 record may be exceeded. 

Essential to this effort has been the attempt to persuade host governments to 
establish modern and efficient procurement channels. Considerable success in 
this direction has been achieved to date in Thailand, India, Pakistan, Israel. and 
Korea. 

F. Purchasing methods improved 

ICA procurement procedures has been simplified in a number of signficant re 
spects im the last 2 years. 

Formerly, all project commodity procurement over $5,000. if to be procured by 
General Services Administration, had to be given prior approval in the head 
quarters office. Now missions have been granted authority for all nonagri- 
cultural commodities to procure directly in any amount through the General 
Services Administration. During the year ending June 1. a total of 302 trans- 
actions valued at about $3.5 million were handled directly through GSA in this 
manner. This procedure results in faster and administratively more economical 
purchasing than the former process permitted. 

Procurement guidelines and manuals have been issued to clarify policies and 
procedures for both USOM and cooperating country procurement staffs. A pro- 
cedure permitting direct mission purchasing from Federal supply services depots 
has also been introduced which will result in faster and more economical pro 
curement of items stocked in such depots. Improved and simplified procurement 
followup and expediting procedures have been introduced. materially reducing 
the administrative workload on ICA staffs in Washington. 

G. Use of United States surplus and excess equipment cuts program costs 

Each year large quantities of United States Government-owned equipment, 
principally owned by the Department of Defense, are declared excess to the 
needs of the agency concerned, and much of it is sold at very low prices on the 
United States open market. ICA has devoted increased attention during the 
last 2 years to utilizing this equipment in the foreign aid program. Through 
improved methods of screening disposal notices from the United States agencies 
and where effective checking with the ICA field staff, over $8 million worth 
of such surplus and excess equipment has been utilized in the year ending June 
1, 1957, in the mutual security program (not including Hungarian relief ), ata 
saving of as much as 80 percent over new item costs 
Hf, Training program records and reports improved 

ICA is installing a new records and reports system on foreign trainees which 
will greatly improve control and administration of that part of the mutual 
security program, 

There are over 5,000 foreign nationals brought to the United States each year 
for technical training under ICA programs, These visitors, or “participants” 
are processed through a variety of channels in order to prepare them to fulfill 
individual roles of technical development in their home countries. The roles 
to be filled by these people upon their return home are geared into projects being 
carried on by United States technicians, contractors, the United States opera 
tions missions, their home governments, and by private enterprise in those 
countries. 
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The participants are handled through ICA and other United States Government 
agency facilities, private firms, individuals and facilities in other countries 
throughout the free world, wherever the best means are available. Because of the 
individuality of the training requirements, the procedures have become quite 
complex. This, together with the changes within countries which cause con- 
stant fluctuation in country project objectives, has made it difficult to dissect and 
examine the many phases of processing, services and types of training to es- 
tablish basic standards for measurement of this activity. 

A system has now been developed and is being installed which establishes 
standards on all current and anticipated elements for record purposes. The 
system provides for transmitting such records from operating offices in ICA, 
other agencies, contractors, other countries, etc., to a centralized record unit 
in ICA. These data will be comparable with that maintained by the State De- 
partment for the educational exchange program. The available statistics will 
enable ICA to plan the training element of technical projects and will allow 
for analysis of all parts of the total training workload, on a far more effective 
basis than ever before. In addition to the standardized statistical data which 
will be disseminated through regular reports, the central unit will be in a posi- 
tion to answer readily the majority of general inquiries on the participant pro- 
gram and direct inquiries on individual operating matters immediately to the 
action officer. 

In addition, procedure for systematic evaluation of participant training have 
been initiated in ICA in Washington and a number of the USOM’s. The pur- 
poses of evaluating participant training are twofold: (1) to ascertain the de- 
gree to which the objectives of the participant training program have been 
accomplished, and (2) to identify the factors influencing the effectiveness with 
which the program is being conducted, and to obtain guidance on policies, pro- 
cedures, and arrangements used in planning and implementing the program. 

A number of missions have undertaken studies of this kind recently and have 
shown that considerable guidance can be obtained on both questions. The pur- 
pose of developing systematic procedures in ICA in Washington is to insure 
uniformity of scope and standards among missions so as to make the results 
comparable for program management purposes. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., June 28, 1957. 
Hon. THOMAS S. GORDON, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: Members of your committee and of the House Appropri- 
ations Committee have asked a number of questions concerning the control which 
the Congress would retain over the development loan fund if it is established as 
proposed by the President. They have been particularly concerned about the 
control which would exist over the fund’s use of the proposed borrowing author- 
ity. 

I believe that, under existing law and the proposed bill, the Congress—both 
through the authorizing and the Appropriations Committees—will retain full 
control over the operations of the fund. 

A memorandum outlining these controls is attached. It includes an annex 
stating in more detail the authority of the Appropriations Committee based on 
the Government Corporation Control Act to recommend to the Congress limita- 
tions on the fund’s use of its resources, including obligations against the borrow- 
ing authority. 

Yours very sincerely, 
JOHN B. HOLLISTER. 


CONGRESSIONAL CONTROL OVER THE DEVELOPMENT LOAN FUND 


The proposed change to a development loan fund would not result in a lessen- 
ing of congressional control over this aspect of the mutual security program. It 
would in some respects involve a change to different forms of control including 
forms of control now applied through the Government Corporation Control Act 
to other governmental lending agencies, such as the Export-Import Bank and the 
Commodity Credit Corporation. Congressional control over the fund would be 
exercised in three ways: 
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1. By provisions in the initial legislation limiting the availability of funds and 
setting out criteria for their use; 

2. By Senate confirmation of the Administrator and by requirements for fre- 
quent and detailed reporting to Congress and GAO auditing of fund operations ; 

3. By continued annual scrutiny of the operations of the fund by both the 
authorizing and Appropriations Committees of Congress. 

Through these means, Congress will have as great or greater control than it 
has over existing governmental lending activities. 


I. CONTROLS SET IN THE INITIAL LEGISLATION 


1. Limitations on the resources of the fund 

The Senate bill provides capital for the fund by an appropriation for fiscal year 
1958 and by authority to borrow from the Treasury beginning in fiscal years 1950 
and 1960. It further sets specific ceilings on the amount of obligations that may 
be incurred against the fund in any fiscal year, so that only a specified portion of 
this capitalization may be committed in any year. The entire capitalization of 
the fund must be approved by Congress in the authorizing legislation. Under 
the Senate bill, Congress will review this capitalization a second time in this 
year’s appropriation bill, since the fiscal year 1955 portion of the fund’s capital 
requires an appropriation and the borrowing authority for the subsequent years 
is made available only if not disapproved in the appropriation act. 

This procedure for setting up the fund provides greater initial congressional 
control over the fund’s resources than has been exercised in the past over similar 
loan funds capitalized only by issuance of stock or notes to the Treasury on the 
basis of a single action by the authorizing committees and the Congress. The 
original executive branch proposal for consideration of the capitalization of the 
fund in both the authorizing and appropriation acts marks the first time such 
borrowing authority has been submitted to the appropriation process with a 
right of disapproval therein. It was made in recognition of the major part 
played by the appropriating Committees in the mutual security program in past 
years and of their continuing interest in that program. It enables the Appro- 
priations Committees, if they so desire, to reconmend, before this lending pro- 
vram is initiated, that this program not be established. 

The proposal for capitalization by yearly increments over a 3-year period was 
made in recognition of the views expressed by the Senate special committee that 
the financing of such a loan fund should not be provided in a lump sum, but 
should be built up in an orderly fashion over a period of years. Under the pro- 
visions of the Senate bill, it will be possible for the Congress to cancel the borrow- 
ing authority of the fund at any time and legislate its further activities out 
of existence 


B. Congress’ criteria for use of the loan fund 

The provisions of the initial fund legislation will set out in considerable detail 
criteria for use of the fund. As passed by the Senate, the development loan 
fund provisions now clearly set out a congressional policy on the administration 
of the fund: 
(1) Loans from the fund can only be made on the basis of firm commitments 


and reasonable prospects of repayment ; 


(2) The fund is only available for assistance to free peoples : 
(3) The fund may not be used for grants or for direct purchases of equity 


(4) The fund management must consider whether: (i) Other free-world 
financing is not available on reasonable terms: (ii) the activity to be financed 
is economically and technically sound; and (iii) the activity gives promise of 
contributing to the development of economic resources or the increase of pro- 
ductive capacities ; 

(5) The fund must be administered so as to support and encourage private 
investment and participation, and so as not to compete with private investment 
capital, the Export-Import Bank, and the World Bank. 

(6) Guaranties made by the fund are subject to the existing substantive limi 
tations of section 413 (b) (4); 

(7) None of these requirements may be waived by a Presidential waiver under 
section 401 (a), nor may any transfers be made to or from the fund from other 
titles of the act under the transfer provisions of section 501. 
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II. PROVISIONS FOR CONTROL OVER APPOINTMENT OF THE FUND ADMINISTRATOR, 
FREQUENT AND DETAILED REPORTING TO CONGRESS ON FUND OPERATIONS, AND 
GAO AUDITING 


As passed by the Senate the fund provisions now require : 

(1) Senate confirmation of the administrator of the fund (sec. 205) ; 

(2) Reports by the fund administrator to the Foreign Relations, Foreign 
Affairs, and Appropriations Committees of the Senate and House on each finance 
ing operation or transaction at the time such operation or transaction is con- 
sumimated (sec. 202 (b)) 3 

(3) A statement in writing from the fund administrator to the Foreign Rela- 
tions and Foreign Affairs Committees each time he follows a course contrary 
to the advice of the statutory Advisory Loan Committee (sec. 206) ;' 

(4) A report from the President to Congress every 6 months giving detailed 
information on the fund’s operations (sec. 534) ; 

(5) Regular auditing of the fund’s accounts by the GAO in accordance with 
the principles and procedures applicable to commercial corporate type trans: 
actions under the Government Corporation Control Act (sec. 204 (¢)). 


III. CONTINUING ANNUAL SCRUTINY OVER FUND OPERATIONS BY BOTH THE AUTHORIZ- 
ING AND APPROPRIATIONS COMMITTEES 


(a) Authorizing committees—Each year during the annual review of the 
mutual security program by the authorizing committees, the executive branch 
has undertaken to make a presentation to them concerning (i) fund activities 
in each country aided during the past year, and (ii) plans for prospective fund 
activities. Although it is not contemplated that it would be necessary to call 
upon the authorizing committees for specific action during the next 2 years, 
these committees would, of course, retain the power to recommend to the 
Congress any changes in criteria or other modifications of fund legislation 
which they might believe appropriate. They would have the power to call 
for the curtailment of the fund’s borrowing authority or indeed to propose an 
end to the fund’s activities completely after the first or second year, before the 
eapital for the second or third year was drawn upon, since the fund could not 
commit its second or third year capital in advance of those years. 

Since the capital requested in the initial legislation is limited to anticipated 
needs for 3 years’ financing, the executive branch would have to return to the 
Congress at the end of that period to request any additional authority that 
might be needed to borrow further sums for continuation of fund operations. 
This would be an occasion for a major review of the fund's past activities 
and for a determination as to any needed changes in the authorizing legislation 
as well. 

(b) Appropriations Committees.—The fund provisions as passed by the Senate 
require the fund to submit to Congress each year a business-type budget in 
accordance with the provisions of the Government Corporation Control Act 
(sec. 204 (c)). Such a budget would involve submission to the Congress, for 
review by the Appropriations Committees, of a statement of the fund’s income 
and expenses and estimates as to its proposed operations for the coming year. 
Section 104 of the Government Corporation Control Act (31 U. S. C. 849) pro- 
Vides in part: 

“The budget programs transmitted by the President to the Congress shall 
be considered and legislation shall be enacted making necessary appropriations, 
as may be authorized by law, making available for expenditure for operating 
and administrative expenses such corporate funds or other financial resources 
or limiting the use thereof as the Congress may determine and providing for 
repayment of capital funds and the payment of dividends.’ [Emphasis sup 
plied. | 

(There is attached hereto an annex setting forth in more detail the extent 
and nature of the control authority provided to Congress under the Government 
Corporation Control Act.) 





‘The executive branch in its position papers takes the view that these requirement 
are unnecessary because of other safeguards, 
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JUNE 28, 1957. 
ANNEX 


CONGRESSIONAL CONTROL OVER THE DEVELOPMENT LOAN FUND UNDER THE 
GOVERNMENT CORPORATION CONTROL ACT 


Under the pending bill, the Development Loan Fund is required to submit a 
business-type budget to Congress annually “in accordance with the provisions of 
the Government Corporation Control Act” (sec. 204 (c)). 

A “business-type budget” as defined in the Government Corporation Control 
Act (31 U. 8S. C., sec. 847) means a statement reporting the fund’s actual con- 
dition and results of operation for the last completed fiscal year and estimating 
its financial condition and operations for the current and ensuing fiscal years. 
It includes estimates of operations by major types of activity, estimates of bor 
rowing, and estimates of the amount of Government capital funds which are 
to be returned to the Treasury. 

The relevant portion of section 104 of the Government Corporation Control 
Act, as reworded in 1947, provides as follows for congressional review of and 
control over business-type budgets (31 U.S. C., sec. S49) : 

“The budget programs transmitted by the President to the Congress shall be 
considered and legislation shall be enacted making necessary appropriations, as 
may be authorized by law, making available for expenditure for operating and 
administrative expenses such corporate funds or other financial resources 07 
limiting the use thereof as the Congress may determine and providing for repay 
ment of capital funds and the payment of dividends.” [Mmphasis supplied. } 

The House Committee on Expenditures in the Executive Departments in its 
report on the original Government Corporation Control Act as passed in 1945 
made clear that the act was intended to give Congress financial control over 
Government corporations. 

“This bill is designed to bring Government corporations and their transactions 
and operations under annual scrutiny by the Congress and provide current 
financial control thereof through the regular fiscal agencies of the Government 

* * » ae * 

“The committee desires to direct attention to the fact that financial control 
does not necessarily mean the imposition of limitations beyond those already 
provided as a part of the statutory authority to issue securities or stock. It 
does mean the right to impose additional limitations if the annual review of 
the budget program discloses that corporate powers have been exceeded, the will 
of the Congress disregarded in carrying out corporate activities the need for the 
continuation of a program ata given level no longer exists, or the financial pro- 


gram of the Government so requires” (H. Rept. 856, 79th Cong., Ist sess., pp. 4, 6) 





In 1947 the House Committee on Appropriations proposed the rewording of 
section 104 of the act (quoted above) so as to make unmistakable the degree of 
congressional control. Its report on the rewording makes this clear (H. Rept 
544, 80th Cong., Ist sess., pp. 49-50) : 

“In reporting H. R. 3360, which became Public Law 248 [the Government 


Corporation Control Act as passed in 1945], the Committee on Expenditures in 
the Executive Departments made the following statement (H. Rept. 856, 79th 
Cong., p. 12) in explaining the procedure to be followed under section 104: 

““*Tt is contemplated that the budget programs as transmitted by the President 
to the Congress would include, as in the case of estimates of appropriations, 
language suitable for enactment as the authorizing legislation. Such programs 
would be referred to the House Committee on Appropriations and, after hearings, 
be reported to the House, in the form of (1) simple authorizing legislation, 
showing that the Congress had considered and approved the budget program but 
not setting a limitation on the corporate financial activities other than that 
provided by substantive law, or (2) legislation incorporating such specific limita- 
tions as necessary to enforce the will of Congress in the carrying out of the cor- 
porate financial activities or to conform such activities to the general financial 
program of the Government. [Emphasis supplied.] 

“The Senate committee in reporting the same bill after its passage by the 
House (S. Rept. 694, 79th Cong., p. 5) made the following statement : 

“ ‘The Congress will consider these budget programs and enact legislation mak- 
ing available such funds or other financial resources, with such directives and 
limitations, as it may deem necessary. In this manner Congress will for the first 
time have a systematic procedure for annually scrutinizing and passing upon the 
budgets of the Government corporalions as it now does for the regular agencies 
of the Government.’ 
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“The language of section 104, as it has been interpreted, leaves substantial 
doubt of the authority of the Committee on Appropriations to report to the House 
limitations on the activities and programs of the Government corporations, 80 
the committee has included in the bill, for consideration by the House, a redraft 
of section 104 which will clarify the situation and put the Congress, in considera- 
tion of the annual budgets of the corporations, in position to place such limita- 
tions on the use of corporate funds as may be necessary to carry out the will of 
the Congress. It is not the committee’s purpose or the desire to go beyond the 
intention of the committees which wrote the orginal legislation as expressed in 
their reports quoted above. The committee does believe, however, that in view 
of interpretations which have been placed on section 104, it is necessary to amend 
the section if it is to give effect to the intention of the act. Consideration of 
two annual budgets of the corporations brings the Committee on Appropriations 
to the conclusion that an annual review of the fiscal activities of the corporations 
is just as important as an annual review of the fiscal activities of administrative 
agencies.” [Emphasis supplied. ] 

The following is an example of the statutory language which Congress has 
enacted following submission of a corporation’s budget program pursuant to the 
Control Act: 

“The following corporations and agencies, respectively, are hereby authorized 
to make such expenditures, within the limits of funds and borrowing authority 
available to each such corporation or agency and in accord with law, and to 
make such contracts and commitments without regard to fiscal year limitations 
as provided by section 104 of the Government Corporation Control Act, as 
amended, as may be necessary in carrying out the programs set forth in the 
budget for the fiscal year 1956 for each such corporation or agency, except as 
hereinafter provided : 

“Office of the Adininistrator, housing loans to educational institutions: Not to 
exceed $500,000 shall be available for all administrative expenses, which shall 
be on an accrual basis, of carrying out the functions of the Office of the Ad- 
ministrator under the program of housing loans to educational institutions 
(title IV of the Housing Act of 1950, as amended, 12 U .S. C. 1749-1749d), but 
this amount shall be exclusive of payment for services and facilities of the 
Federal Reserve banks or any member thereof, the Federal home-loan banks, 
and any insured bank within the meaning of the Act creating the Federal De- 
posit Insurance Corporation (Act of August 23, 1935, as amended, 12 U. 8S. C. 
264) which has been designated by the Secretary of the Treasury as a depository 
of public money of the United States: Provided, That not to exceed $19,000 shall 
be available for expenses of travel.” 

The following is an example of the statutory language which Congress has 
enacted following submission of a corporation’s budget program pursuant to 
the Control Act 

“The following corporations and agencies, respectively, are hereby authorized 
to make such expenditures, within the limits of funds and borrowing authority 
available to each such corporation or agency and in accord with law, and to 
make such contracts and commitments without regard to fiscal year limitations 
as provided by section 104 of the Government Corporation Control Act, as 
amended, as may be necessary in carrying out the programs set forth in the 
budget for the fiscal year 1956 for each such corporation or agency, except as 
hereinafter provided : 

“Office of the Administrator, housing loans to educational institutions: Not to 
exceed $500,000 shall be available for all administrative expenses, which shall 
be on an accrual basis, of carrying out the functions of the Office of the Admin- 
istrator under the program of housing loans to educational institutions (title 
IV of the Housing Act of 1950, as amended, 12 U. 8S. C. 1749-1749d), but this 
amount shall be exclusive of payment for services and facilities of the Federal 
Reserve banks or any member thereof, the Federal home-loan banks, and any 
insured bank within the meaning of the Act creating the Federal Deposit 
Insurance Corporation (Act of August 23, 1935, as amended, 12 U. S. C. 264) 
which has been designated by the Secretary of the Treasury as a depository of 
public money of the United States: Provided, That not to exceed $19,000 shall 
be available for expenses of travel.” 
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NATIONAL FARMERS UNION, 
Washington, D. C., June 25, 1957 
Hon. THomas S. Gorpon, 
Chairman, House Committee on Foreign Affairs, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN GorDON: Enclosed herewith is the statement of Mr 
James G. Patton, president of National Farmers Union, concerning the mutual 
security program. We respectfully request that the statement be inserted in 
the printed record of hearings. 

National Farmers Union supports programs of military aid, economic devel 
opment, and technical assistance provided for in the mutual-security bill passed 
by the Senate. We are particularly interested in the expanded use of food 
under section 402 and support the increase made by the Senate in funds ear 
marked to promote the export of United States abundant food and fiber com 
modities. 

Sincerely, 


REUBEN JOHNSON, 
issistant Coordinator of Le gislative Se? COS 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAI FARMERS UNION, 
REGARDING PROPOSED MUTUAL SECURITY PROGRAMS FOR FISCAL 1958 


Mr. Chairman and members of the committee, National Farmers Union wishes 
to reaffirm its support of the objectives of the mutual-security programs. In 
each of the 10 years since their establishment, we have supported these pro 
grams of economic development, technical assistance, and military aid for the 
war-devastated and lesser developed nations of the free world. 

Last year we expressed concern before both the House Foreign Affairs Com 
mittee and the Senate Foreign Relations Committee that the present adminis 
tration of these programs was not achieving the objectives as conceived by the 
Congress and the previous administration. We therefore welcomed President 
Fisenhower’s message to Congress and his direct statement to the American pub 
lic defining the goals of these programs and stressing their meaning as mutual 
security instead of foreign aid. We have a prime responsibility to our own 
people for building firm bonds of friendship between this country and the many 
friendly and struggling nations of the world. The inadequacy of our present 
methods of operation have been revealed in this past year by the deterioration 
of our relationships with nations in the Middle East heretofore friendly to the 
United States. Our relations with the so-called neutral or uncommitted nations 
of Asia have weakened, as well as those with our friends in the Atlantic Al- 
liance. Just since our testimony in April before the special Senate committee 
set up to consider the assistance programs, we have seen in the Middle East 
another exhibition of the “brinkmanship” of the Secretary of State, and the 
tragic and unnecessary Suez crisis still exists. Recently the maladroit use of 
United States military aid backfired in Formosa and resulted in a startling anti 
American riot. 

With this alarming situation as a background, the President’s fort] 


ment of our aim to build for international security through suggested programs 


for economic development loans, continuing technical assistance, attention to 
world health needs, and military aid was doubly welcome. 

The membership of National Farmers Union, through delegates to our most 
recent national convention, expressed interest in support for activities and pro 
grams needed to increase the economic strength, productive capacity, and livi: 
standards of the people of the free world Having seen the success of t] 
Marshall plan in the reconstruction of the war-wounded European nations and 
Japan, they realize the need for our assistance in the lesser developed nations 
That assistance should be of such magnitude and for such duration of time 
may be necessary to find the right answers to the problems of chronic unde 
development. Members of National Farmers Union look on United Stat 


assistance to the lesser developed nations as essential to the attainment of peace 
and better living for our own citizens as well as the citizens of the other free 
nations. Moreover, we look upon such programs not as foolhardy benevoler 

but as a commonsense approach to the attainment of peace and of our own sect 
rity and survival. We concur heartily with the President's statement: “Failure 
to provide adequate funds to help these struggling nations move forward could 


Well become tragically expensive to every citizen in our country 
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Most people in Asia, Africa, and Latin America live under conditions which by 
American standards are appalling. These people, human beings with the same 
aspirations and ambitions as our own citizens, not only do not enjoy the goods 
and services which we have come to regard as a normal part of modern living, 
but are inadequately supplied even with the basic necessities of life—food, cloth- 
ing, and shelter. For the most part they are illiterate and without programs of 
vocational education which we have drawn on heavily for trained manpower 
both in the agricultural and industrial sectors of our economy. They suffer 
from numerous diseases which we have seen either eliminated completely or 
brought under control in the advanced countries of North America and Europe. 
Infant mortality is high, as is the birth rate. Life is short with starvation still 
a cause of death in some areas. 

People of Asia, Africa, and the Middle East are struggling for freedom from 
colonialism and for a democratic society embracing the concept of dignities of 
the individual. They seek living wages, fair and using labor standards, pro- 
gressive forms of taxation, the elimination of discrimination based on race, 
color, nationality, religious beliefs, caste, or sex and, last but not least, enough 
to eat and wear, These kinds of aspirations, farm families of the United States 
can understand. What they cannot understand is why we cannot have a foreign 
policy which will reflect our genuine interest in human freedom and betterment 
in the underdeveloped areas of the world. 

Wein the National Farmers Union feel that now more than ever it is important 
that our attitude toward the underdeveloped areas of the world be farsighted 
and just In a democracy we all share in the responsibilities which logically have 
fallen on the United States—leader of free men and women of all nations. Our 
interest and participation in the development of foreign policy has been grounded 
upon the direct and manifest interest of farm families, generally, both as citizens 
and as farmers. 

Farm families through the centuries have developed among themselves a 
pattern of living based on fair play, neighborliness, and concern for the welfare 
of others. From this pattern of living among farm families has grown a deep- 

ated desire for a world free from conflict as well as a basic understanding 
of the causes of unrest—unrest that ultimately may be the cause of war. Farm 
families know that the greatest contribution that we as a Nation, leading the 
free world, can make is to solve the problems of chronic underdevelopment. 

Farmers Union members cannot understand the shortsighted failure to make 
constructive use of our stockpile of food and fiber in the areas of need. Certainly, 
if the Soviet Union were blessed with such a treasure house, they would recognize 
it as a force to be used creatively and boldly for their own aggressive, expan- 
sionist purposes. Are we so lacking in imagination that we cannot devise ways 
and means of using these stocks of food and fiber, either on a loan or grant basis, 
to raise the standards of living and of education in chronically underdeveloped 
areas? We sincerely believe that these needs, rather than the military kind 
of security, should be uppermost in our thoughts and plans. In serving the basic 
needs of people who are desperately trying to bridge a gap of a century or more 
in economic and educational development, we will serve our own best interests. 

We know, and the American public knows, that there is no escape from sub- 
stantial foreign aid expenditures for many years ahead. Such a program, 
however, should be directed toward what farm families, and the remainder of 
the public, know to be the basic needs of the impoverished people in our world. 
For example, all of the so-called surplus United States food and fiber production 
would be but a drop in the bucket, if the democratic nations should agree to 
use food to finance the complete elimination of illiteracy in underdeveloped 
countries by means of nationwide systems of free public school education for 
every child 

Included in this educational program should be vocational education training 
for both vouth and adults in the skills needed in agriculture and whatever 
industrial employment is available. 

National Farmers Union is a member of the International Federation of 
Agricultural Producers. This organization of national farm organizations, 
represents 35 million farm families in 25 nations of the free world. I have the 
honor of serving as vice president and member of the executive committee of 
the IFAP. Representatives of member organizations from other countries 
represented in IFAP have convinced us that the farmer-memberships they 
represent have similar interests to those of farmers in the United States. There 
is a deep-seated desire for peace and for strengthening of the free and demo- 
eratic world in the farming areas of the world. At the general conference of 
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IFAP, held last month at Lafayette. Ind., the world’s farm leaders were told 
by FAO Director reneral, B. R- Sen, that in our modern world we must com- 
bine idealism with practical] experience, “* * x first and foremost we must 
concentrate our enegries on economic development. The problem Of so-called 
surpluses is but a Symptom of the deeper lying maladjustment and lack of pur- 
chasing power,” Mr. Sen said. 

United States programs of technical assistance and economic development 
Should be directed increasingly through the 1 nited Nations and the specialized 
agencies. Last year the United States contributed to the United States techni 
cal assistance program approximately 50 percent of the total. Even at this 
amount we were contributing legs than severa] other countries When total 
amounts contributed by nations are broken down to the per capita contribution 
We favor, therefore, stepped-up participation in this United Nations program of 
technica] assistance and favor increased United States contributions to this and 
other belated programs of the Specialized agencies When such can be accomlish- 
ed without interfering with the multilateral] nature of the program. 

In other words, we would not want it tO appear that the United States 
trying to take over the programs of technical assistance 
ment now being conducted so successfully on a multilater 


is 
and economic develop- 
al basis. There would 


be some concern in this connection, I am sure, if we Should ch innel the contri 
bution we are now making to the United Nations Expanded Technical] Assist- 


ance Fund direct to the Specialized agencies of the United Nations as some have 
proposed. 

There are Sound and logica] reasons why we in the United States would do 
well to channel] even larger amounts of our expenditures for 
and economic development through the United Nations. Perhaps the primary 
reason is the almost hysterical wave of nationalism Which is spreading through 
out the nations which only recently have Shed the yoke of Colonialism and those 
Which have yet to do so. These hations sreatly in need of assistance in edue 
cation and economic development as they are. prefer 
the United Nations. There is no people in the world 
understand this attitude any better than we here in the 
of past experiences that some of these nations have } 
they remain highly Suspicious of the intentions of any Western power. "Io 
put it simply, they are fearfy] of becoming involved in What appe 
“imperialist” relationship. The United Nations framework offs 
ance of an equitable relationship within any economie AaSSistance program by 
Virtue of their Darticipation in the agencies of the United Nations 

J. D. Zellerbach. hewly appointed Ambassador to Italy, said re, ently: 

“There are still those who believe that economic assistance should be given 
only to countries committed to us as mMiiltary allies and then Only to the « xtent 
hecesasry to maintain certain level of armed strength. 

“This kind of thinking ignores Just about all the facts of life in the under 
developed World * * * The loss to fommunism of ag S0-Called hentralist 
try in the underdeveloped World could be just 
loss of a military ally * * * 

“Moreover, tying economic aid exclusively to military policy 
that the Communist threat in the underdeveloped world is not 
primarily military,” 

Mr. Zellerbach goes On tO support an economic development fund established 
by the United States. This js the present approach of thy administration. I 
Share many of Mr, Zellerbach’s views including those expressed in the above 
quotation, but ] feel, for reasons already expressed, that the SUNFED 
for a United Nations development asency is superior to anything 
On a bilateral or Unilateral] basis, 

Instead of $750 million for such an economic development fund, I think we 
can Well afford to Set aside 1 percent of our gross national product for use in 
making long-range loans and srants to the lesser developed countries. In this 
connection, there are some underdeveloped countries which 
homic development loans no matter how “soft” the loans 
reason, we urge that Congress consider this point and 
for grants in any program they authorize, 

Those parts of technica) assistance and economic development programs that 
cannot under current conditions be administered through the United Nations 
Should be conducted through voluntary private foreign policy organizations such 
as under direction of religious organizations and through CARE. Working 
through private Organizations has 2 advantages: (1) It helps ove 
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pearance, as well as the actuality of economic imperialism; (2) we can be more 
fully assured that people in other nations who need our economic help most will 
be more likely to receive it if such programs are administered through private 
relief organizations than by government to government procedures. 

National Farmers Union supports the view that the agencies conducting 
technical-assistance programs should promote agricultural land reforms in all 
of its phases; secure land tenure, adequate farm-income programs, develop- 
ment of farmers’ purchasing, marketing and service cooperatives, adequate 
family farm-credit facilities, organization and development of free farm organi- 
zations. 

The desire of the agricultural producers of the world to become substantial 
family farmers with secure tenure and decent incomes can be a strong moving 
force for expansion of democracy and a secure place. We urge continuing 
study along this line to determine the extent to which adequate emphasis is 
being given to the matter of giving farm families a strong stake in their land 
and their national survival. 

Last year, the Senate adopted as a part of the mutual-security bill, a legis- 
lative provision providing for negotiation of an international food and raw 
material reserve. This provision was lost in conference with the House. Fol- 
lowing the loss, the Senate Foreign Relations Committee reaffirmed its previous 
favorable action by reporting out the International Food and Raw Material 
Reserve Resolution as a separate resolution. This resolution was not acted 
upon by the Senate. We hope that the committee will see fit to include this 
provision in the legislation you are now considering. 

As stated in the legislative provision approved by the Senate, the objectives 
of the international food and raw material reserve are as follows: 

1. To prevent extreme price fluctuation in the international market in these 
commodities. 

”. To prevent famine and starvation. 

3. To help to absorb temporary market surpluses of farm products and other 
raw materials, exclusive of minerals. 

1. To build economic—and social—development programs formulated in co- 
operation with appropriate international agencies. 

We feel that the most persistent, most disturbing of modern economic prob- 
lems is the human suffering and economic stagnation enforced upon producers 
of raw materials by the extreme ups and downs in the prices of raw materials 
and consequently in their incomes 

Such great uncertainty of income is responsible for lack of economic growth 
and development in the underdeveloped areas of the world. Raising the incomes 
of primary producers would be the logical first step in the development and 
growth of the economy of an underdeveloped nation. For that reason I believe 
that the negotiation of an international food and raw material reserve is of 
great importance in helping solve the problems of the underdeveloped part of 
the world. 

The international food and raw material reserve does not itself establish 
an international agency. The resolution merely calls upon the President to 
undertake negotiations with other nations to that end. Any agreement reached 
as a result of such negotiation would be subject to review and ratification by the 
Senate of the United States and appropriation of any capital or other funds 
would, as in the case of any appropriation, require action by both Houses of 
Congress. 

At the Senate hearing on the international food and raw material reserve 
resolution, the only opposing witness represented Secretary of Agriculture 
Benson, Senators Murray of Montana and Scott of North Carolina testified 
in favor of the resolution along with representatives of the United Auto Workers 
of America, Americans for Democratic Action, Cooperative League, International 
League for Peace and Freedom, the Committee for Economic Stability, and 
National Farmers Union. 

The United States economy and its future is important to whatever we as a 
Nation are able to do in the underdeveloped area of the world. It is absolutely 
imperative that the United States maintain its domestic economy on a stable 
and growing basis with all groups, sharing equitably in the wealth its affords. 
If we fail in this objective we shall fail not only our own citizens but the 
citizens of the other nations who look to us for leadership in the struggle against 
communism and in the search of democratic government. 

The decline of farm income must be halted and the income of farm families 
must be stabilized on a parity with incomes of nonfarm families or we face a 
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disastrous national depression—disastrous not only in terms of the welfare of 
our own citizens but disastrous in terms of the welfare of all citizens of the 
world who search for the good life. 

We have been led falsely to believe that increased public expenditure will 
result in deficit finance and higher taxes while this is not the case at all. 
Wisely planned public expenditures might result in a larger budget but not 
necessarily a deficit budget. Actually, the increased rate of growth of our 
economy would produce greater tax reserves and lay the groundwork for an 
eventual lowering of taxes. Such increased growth of our economy would 
strengthen our leadership of the democratic world and make possible more 
United States assistance to underdeveloped areas. 

We, as citizens of the United States, must seek to intensify efforts of the United 
States in maintaining a sound, growing economy with equitable sharing of the 
wealth produced among all our citizens. We must assist in the development of 
a coordinated program to relieve hunger and suffering in needy areas of the 
world. We must seek means of strengthening economies of democratic nations. 
We should have as our objective in these nations the kind of development and 
assistance that will 


Create an international community of economic effort for Common pur- 
poses, while neither forcing unwanted policies on others as a condition of 
our help, nor undertaking action ourselves in the absence of appropriate 
efforts in the countries that participate. 

Eliminate economic weaknesses that threaten political stability and foster 
the growth of totalitarian imperialism, whatever the form 

Attract peoples and governments now uncommitted or neutral toward 


true democratic government 


Insure that increasing opportunities for economic growth and improving 


standards of living in underdeveloped nations will be equitably shared 
among its citizens 

Result in the denouncement of colonialism in clear unmistakable terms, 

Subdue the talk about United States armed might, its military alliances 
and its atomic striking power, while maintaining an adequate defense until 
a foolproof disarmament agreement can be worked out 

Provide that United States economic aid be given separate and apart from 
military aid and without strings of any kind attached. We must not give the 
impression that we are trying to buy goodwill of those to whom we give aid 

Give aid in the peaceful use of : mic energy while vastly increasing do 
mestic development and use of ator ner, We think it imperative that 
the United States ratify at an early ite our membership in the Interna 
tional Atomic Energy Agency 

Result in constructive use of our abundant agricultum commodities 
to alleviate inflation in developing nations and to further programs of edu 


eation, including programs of vocational education 


To obtain these cbjectives we suppor 


Continued international economic negotiation such as is needed to create 
the international food and raw-material reserve and to extend the use of 
international commodity agreements such as the wheat agreement. 

Expansion of both United States and U. N. foreign economic development 
assistance with the objective being wider use of the United Nations and pri- 
vate agencies, 

Expansion of the technical assistance program through which our ad 
vanced technological knowledge and know-how is made available to other 
nations. 

Improved land tenure systems. 








